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The two authors intend to investigate the commercial viability
of establishing a new building services contracting firm in Hong Kong.
The major business of the firm will be central air-conditioning
installation for new building projects.
Both authors have been in the building services industry for more
than ten years and their experiences cover the full range of various
activities in the building services industry including contracting,
consulting clients and government agent. The research paper is intended
to carry out a study on the marketing, financial and operational aspects
of the business so as to minimise the risk of starting a project which
may not be viable.
The study is intended to include the following areas:-
a) To forecast the business volume of the proposed firm.
b) To estimate the cost of establishing and operating the proposed firm.
c) To study the financial elements of the business including proforma
financial statement.
d) To develop the possible marketing strategy.
e) To establish the operation details.
f) To make conclusions and recommendations.
In addition to assist the authors in their decision making, the
findings will be presented to the concerned parties whose financial help
may be sought in establishing the-new firm.
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1CHAPTER 1
INTRODUCTION
In tnis researcn report, the authors seL out to investigate
the business feasibility of setting up a building services contracting
firm in Hong Kong.
Initially, the target market of the firm's business is the
design, contract administration, installation, testing and commissioning
of central air-conditioning plants for high-rise buildings, commercial
complexes and entertainment areas.
This research project is aimed to collect data and to analyse
information regarding the commercial viability of the firm. The result
of the findings will be presented to all parties interested in supporting
and financing the project. If proved viable, a company will be set up
at the end of 1983 with capital contributed from the interested parties.
Both of the authors have worked in the building services
industry for a number of years. From their contact with developers,
architects, electrical and mechanical consultants, contractors and
government officials, they realise that the building services sector
for air-conditioning can still offer attractive opportunities. Moreover
the installation of air-conditioning systems for new buildings involves
a higher level of technology and expertise, which renders the market for
the trade less competitive than others in the building services industry.
To start the firm, one of the authors, who is a chartered
building services engineer, will have to resign from his present post
2as Senior Engineer in Government and work full time in the firm. The
second author, who is the Engineer of a real estate development firm,
will work as a part time director initially.
This research project has to answer some key questions comfor-
tably before the authors can make up their minds to resign form their
jobs and embark on a new business venture. Some of the key questions
are:-
1) What is the scope and business policy of our business?
2) What segments of the air-conditioning market do we want to serve?
3) Who are our clients?
4) What are our objectives in terms of turnover and profit?
5) What is the projected business volume for the first and second year?
6) What actions must we take in order to achieve our objectives
relating to turnover and profit?
7) How do we provide initial funds for the, project, and how do we
finance projected growth?
8) What kind of image do we want to project?





e) brand of air-conditioning equipment
10) What are our strengths and weaknesses when compared with those of
our competitors?
11) Do we have to set up trading department and service department at the
start?
12) What sort of technical people do we want to employ?
13) How do we locate skilled labour for the installation work?
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Some of our answers to these questions will be influenced by property
market conditions, some by our capabilities and some by our financial
resources. This research report will be conducted thorough market
research and analysing results of interviews with our prospective
clients. Hence, conclusions can be drawn with regard to the marketing




In this chapter, we describe our efforts to carry out
market research on the commercial viability of a building services
contracting firm, with a major interest in air-conditioning.
The method we shall adopt is the personal interview.
We will try to talk to our prospective clients face to face.
The drawback is that the method is time consuming. We expect to
spend three to four months on the interviews, and we have started
our talks in early October 1982.
We have divided our prospective clients into the following
categories:
(i) Mechanical Electrical Consulting Firms
(ii) Developers
(iii) Architects
(iv) Commercial Enterprises, e.g. restaurants, department stores
etc
Where possible, we also made arrangements to talk to our
competitors and government officials, notably the F.S. Ventilation
Officers of the Fire Protection Bureau and Health Inspectors of the
Urban Services Department who issue the necessary certificates for
licensing of public enterainment areas
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2.1 Public Sector
Some government departments, like the Housing Authority and
the Architectural Office of the Building Development Department
have a list of Specialist Contractors for Air-Conditioning and
Refrigeration Plants, including ductwork to carry out contracts on
heir behalf.
Unfortunately, it is a government policy not to allow a new
firm to handle its work. We intend to apply for inclusion into
their list after we have completed some commercial jobs. For this
reason, our studies are directed entirely towards the private sector.
2.2 Private Sector
We want to interview ME consulting engineers for the
following reasons:
a. On a project run by a major developer, the client would normally
norminate a consultant for the job.
b. Clients, such as owners of hotels, factories, churches and schools,
may like the architect to recommend contractors for design and
installation contracts.
There are around 35 ME consulting firms in Hong Kong, but
only about 10 of them are covering more than 80% of the market.
These we intend to interview.
The developers and architects are clients of the ME
consulting engineers, and for smaller projects, such as factories,
churches, schools, restaurants, department stores etc., they are
inclined to approach the contractor for design and installation
packaged services.
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In order to look at the problem from an opposite view point,
we also intend-to interview some of our competitors. This will help
us to identify the possible problem areas in our new firm even
before we start.
2.3 Questionnaires
Our questionnaires are designed to gather information on:
(1) marketing strategy
(2) projected business volumes
(3) demand for air-conditioning installation
(4) expectations of prospective clients
(5) problem areas
Four sets of questions will be designed to serve the key





Our questionnaires are designed to gather information on
1. marketing strategy
2. projected business volumes-
3. demand for air-conditioning installations
4. expectations of prospective clients
5. problem areas
A. General
(1) What is your business?















( 3 ) Do you have any air - conditioningcontracts/ subcontractsto bi
awarded in the next twelve months ?
a . yes
b . no
c . not applicable
B . Attitude Towards Selection of Air - ConditioningContractors/
Subcontractors
( 4 ) Which type of air - conditioningcontractsdo you prefer ?
a . direct contract
b . dominated subcontract
c . direct subcontract
d . others
( 5 ) What is the percentageof jobs which require air - conditioning
installations ?
( 6 ) What is the percentageof the methodslisted below used to
obtain air - conditioningcontracts / subcontracts?
a . tender
b . negotiation
c . tender followed by negotiation
d . direct appointmentby developer
e . others
f . not applicable
( 7 ) What is the percentageof air - conditionedbuildingsfor
a . sale
b . let
c . no Annlirah
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( 8 ) Please rank the following factors in descendingorder of
preference on an air - conditioninginstallation
a . price
b . equipmentquality
c . workmanshipof installation
d . design service
e . after installationservice
f . others
( 9 ) Percentageof air - conditioningprovisionsin your projects
a . only chiller and chilled water users provided
b . up to air side equipment
c . complete installation including air inlets / outlets
( 10 ) Percentageof air - conditioningworks provided by the following
methods
a . appointed subcontractors
b . open to all
c . if works are carried out by others , a fixed commissionhas
to be paid to appointed subcontractors
C . Air - ConditioningContractors
( 11 ) Size of firm - no . of engineering/ technicalstaff employed
a . below5
b . 5 - 15
c . 15 - 30
d . above30
( 12 ) Annual turnoverlast year
a . below 5 million
b . 5 - 20 million
c . 20 - 50 million
d . above 50 million
10




(14) Methods of knowing air-conditioning installations available
in percentage from
a. ME consulting firms
b. architectural firms
c. developers
d. the government gazette
e. regional offices of air-conditioning equipment suppliers
f. others
(15) Who are your major clients?
a. private sector
b. public sector
(16) Do your clients pay
a. on time
b. late
(17) Rank the following criteria for staff recruitment
a. educational background








(19) What is your criteria for choosing a subcontractor for the whole
installation?
a. guaranteed profit
b. relationship of subcontractor with client
c. company policy- to set up a satellite subcontractors network
d. others
e. not applicable






















D. Attitude Towards Air-Conditioning Equipment








g. others, if any
(25) Do you have any brand loyalty?
a. yes
b. no
c. to a certain degree
(26) Reason for choice of brand of air-conditioning equipments
a. recommendation by friends
b. past experience
c. sales promotion effort by manufacturer through seminars,
conferences etc.
d. advertisement in building journal
e. others
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3.2 Comments on Sample Sizes
We have interviewed 10 mechanical and electrical consulting
engineering firms, 15 developers, 15 architectural firms and 10
air-conditioning contractors. These mainly consist of partners or
associates of consulting firms, project managers of property
developers, project architects of architectural firms and owners
or managers of air-conditioning contractors.
As far as consultant and air conditioning contractors are
concerned, we have interviewed people who control over 90% of the
air-conditioning installation in the private and public sector.
The number of developers and architects interviewed is not large
compared with the market. Nevertheless, they represent over 50%
of all the commercial buildings in the private sector.
We did not aim at a random sample. Instead we tried to
interview all the consulting engineers, developers, architects
and contractors we were acquainted with. We feel that random
sampling is not suitable in our case as when our firm is initially
set up, the major portion of the business will come from friends
who know us.
3.3 Analysis of data
3.3.1 Summary of data
The results of the answers to the questionnaire, after
analysis, are listed below.
A. General






consultant: Central- 1, Wanchai- 4, Causeway Bay- 5.
developer: Central- 12, Wanchai- 2, Causeway Bay- 1.
architect: Central- 10, Wanchai- 2, Causeway Bay- 2,
Tsim Sha Tsui- 1.
contractor: Wanchai- 5, Causeway Bay- 3, Mongkok- 1,
others- 1.
(3) Do you have any air-conditioning contractsubcontracts?
consultant: yes- 10 no- 0
developer: yes- 15 no- 0
architect: yes- 15 no- 0
contractor: yes- 10 no- 0
B. Attitude Towards Selection of Air-Conditioning Contractors
Subcontractors























a. 50% b. 10% c. 5% d. 30% e. 5%contractor:
(7) Percentage of use of air-conditioned building
consultant: not applicable
developer a. 30% b. 70%
architect: not applicable
contractor: not applicable






(9) Extent of air-conditioning provision
consultant: a. 60% b. 30% c. 10%
developer a. 55% b. 35% c. 10
(10) Air-conditioning tenant's work
consultant: a. 65% b. 30% C. 5%
developer: a. 70% b. 25% c. 5%
C. Information From Air-Conditioning Contractors










(13) Distributoragent of equipment
yes- 7 no- 3








(16) Client pay promptly?
public sector- 0
in time- 0 late- 10
[17) Criteria for recruiting staff in rank
c, b, a, d, e
(18) Subleting
yes- 5 no- 5





















(24) Attitude towards air conditioning equipment
General speaking, U.S. brands are highly favoured, followed
by Japanese brands and then the others.
(25) Brand loyalty
Most have a certain degree of brand loyalty.
(26) Reasons for knowing a new brand of equipment
Consultant: (a) 2, (b) 0, (c) 3, (d) 0, (e) 5
Developer: (a) 8. (b) 4. (c) 2, (d) 1, (e) 0
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3.3.2 Analysis
The results show that in most commercial buildings, commercial
complexes, first class residential flats, hospitals and some schools
and factory buildings, air-conditioning is essential, despite the fact
that the property market is declining. All small firms do not
anticipate decrease in business volume while large firms expect that
they can maintain their business volume. The market is enormous
compared with the business volume required to start a new contracting
firm. Considering the fact that there are only six large air-
conditioning contracting firms and less than twenty medium size to
small contracting firms in Hong Kong, the prospect is quite good.
During the interviews, we felt that there was indeed an
opportunity for a new firm because practically all clients interviewed
are unhappy with the services offered by existing medium and small
firms, mainly on the technical aspects. The clients are project
managers, architects and consulting engineers in their early thirties.
They often express implicitly their lack of confidence in the
presentation of representatives from the medium and small firms,
who consist mainly of a middle-aged technician who started off their
company as fitters. They are usually quite happy with a new firm such
as we are going to set up, headed by two chartered engineers. They
feel easy that services will be available should the project
consultant default.
The main obstacle appears to be that all clients indicated
a certain degree of brand loyalty, an indication of preferance of
U.S. manufacturers or at least Japanese manufacturers. The obstacle
is overcome since we are going to be the dealer for a famous U.S.
brand of air-conditioning equipment.
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Most developers tend to negotiate tender price but few
consulting firms/architural firms have such intentions. However,
developers always reserve the last ruling. A high proportion of
clients do not mind allowing a new firm to handle their projects
and in fact they indicate a warm welcome.
For our competitors, it seems the main problems are late
payment by clients and difficulties in recruiting good staff support.
There is not much difficulty in getting jobs for a small firm.
The forecast of business volume is favourable. It is estimated the
total market volume will be well above 300 million.
At the interviews, it was indicated that the profit margin
for any medium or large size air-conditioning installation obtained
through tendering or negotiation stages is relatively low, from 5 to
10% but profit margin for any subsequent tenants' work is well over
20%. The main market sector will be the private sector and we will
aim at medium size installations such as commercial buildings
requiring 200-300 tonnage of refrigeration where large firms do not
show any keen interest.




STUDY OF THE FINANCIAL ELEMENTS OF THE BUSINESS
4.1 Introduction
In this chapter, we examine the various financial elements
of the business, which are crucial to the success of the business.
This includes a study of a break-even analysis of the proposed firm
in order to determine the break-even annual business volume required
to meet the various financial commitments and desired rate of return
over the first two years. Should this break-even sales volume be
larger than the forecasted business volume, the project will not be
considered feasible. Otherwise the project is commercially viable
and Pro-Forma financial statements,. such as balance sheets, income
statements and source and application of funds, will be prepared
for the review and consideration of the prospective partners.
Moreover, methods of financing from the partners' stake in the
business, by borrowing and by obtaining credit for goods and
services employed are also discussed.
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4.2 Target Market Share, Capital Investment
.d Working Capital
In the first two years, we will limit the principal acitvity
of the proposed company to air-conditioning work for new buildings
and developments. This will help us to utilize our resources
effectively and to establish our name in the building services
industry in Hong Kong. After that, we will consider extending our
services and work to other related fields in building services such
as electrical installation, fire service, plumbing and drainage.
From the market research as described in Chapters 2 and 3,
it is estimated that the market for air-conditioning work in Hong Kong
is about $350 million turnover annually. This has been a conservative
figure in view of the current sluggish condition of the property market.
During the property boom experienced in 1979 to 1981, the air-conditioni
market was well above $1 billion. The experience of both partners, Mr.
Y.F. So and Mr. K.K. Yeung, is that the forecasted business bolume for
a newly established air-conditioning firm will be $10m and $15m for
the 1st and 2nd year, respectively. This represents a market share
of 3 to 4 percent. Even with the current recession, the business will
grow as we will take business away form the poorly managed firms, which
will be slowly eliminated from the market.
Commensurate with the operating strategy and target market
share of the business, we estimate that a minimum capital investment
of about HK$1.5 million is required. Details of the requirement is
as follows:
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Plant and machinery $100,000.00
Van and company car 50,000.00
Office and workshop rent deposit t 40,000.00






The day-to-day running of the proposed firm requires finances
over and above that which is necessary for purchase of fixed assets,
and the volume of contract and trading that can safely be undertaken
depends not only upon the plant, machinery and labour which we control
but also upon the finance which is available. Debtors, stock and work-
in-progress have to be carried all the time and, whilst the amount of
each of these and the aggregate total of all of them may fluctuate
very considerably, there must always be a matching aggregate total
of finance upon which they can ride. This finance will be provided
via the following four channels:-
a) $200,000 out of $1,200,000 will be used as the portion of working
capital required.
b) The remaining $1,000,000 will be deposited with the bank and pledged
for securing general banking facilities to the extent of $2,000,000 at
2% over prime rate, secured by both Mr. Y.F. So and Mr. K.K. Yeung
as personal guarantors.
c) We will obtain credit for goods and services employed. We have
arranged with 'Carrier USA' to represent their 'Carrier' air-
conditioning equipment as one of their local dealers in Hong Kong.
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(The Dealer's Agreement and the Dealer's Policy Manual are attached
in Appendices 3 and 4 respectively.) They allow us to have a '45
day credit' term of payment. We have also checked with our suppliers
of pipes, insulation, water pumps, ventilating fans, electrical
accessories etc., who show support for our proposal by granting a
'30-day credit' for the goods sold to the new firm. The terms of
payment will be reviewed semi-annually.
d) Money earmarked to meet liabilities not yet due, taxation for example,
will be used meanwhile to.finance current trading.
e) Interim progress payments received from the clients during the
contruction period as stipulated in the Sub-Contract Conditions of
of Building Contracts for Hong Kong, a copy of which is attached
in Appendix 2 for reference.
Although none of the above-mentioned sources provides unlimited
credit or money to the new business, we have confidence that this will
provide sufficient working capital for a business volume of $10m to $15m.
4.3 Annual General and Administrative Expenditure
The basic annual general and administrative expenditure required
to keep the business going is estimated as follows:-
Remuneration for directors $260,000.00
350,000.00Salary of technical and clerical staff
Rent 144,000.00
20,000.00Printing and stationery







The fixed expenditure will be capable of handling a business
turnover of $15m. For the first 2 years, we do not anticipate any
necessity of increasing this general and administrative expense for
our business. However, for larger business volume, more technical
staff, more workshop and office space, electricity, entertainment etc.
will be required, but, as these are not within the initial phase of
the company growth, its detail will not be discussed here.
4.4 Method of Financing
In order to strengthen the equity base and improve business
connection of the proposed firm with other developers, it is proposed
that shares of the company will be issued to the following parties as
follows:
Authorised: 1,500 ordinary shares of $1,000 eac'. $1,500,000.00
Issued: 600 ordinary shares of $1,000 each,
$ 600,000.00fully paid to Mr. K. K. Yeung
600 ordinary shares of $1,000 each,
fully paid to Mr. Y. F. So $ 600,000.00
300 ordinary shares of $1,000 each,
fully paid to Developer A $ 300,000.00
$1,500,000.00Total
As discussed in paragraph 4.2.b, a bank overdraft facility of
$2,000,000.00 at 2% over prime rate will be obtained by depositing
$1,000,000.00 at a fixed current interest rate with the bank as pledge
to the facility. We consider that it is worthwhile to invite Developer
A to join the company because of the following reasons:-
a) In the local building service industry, the developer is the
ultimate client who normally casts a vote on nominating the
contractor for the building project. In this respect, Developer A
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may help the company by exercising to a certain extent his
influence on the award of the contract via his connection with
business associates.
b) It is a mutual understanding that the firm will give immediate
preferential service to the main business of Developer A. Thus
the business opportunity of the firm is enhanced.
c) Developer A has a much stronger financial background and may give
financial back-up to the firm in case of emergency.
4.5 Desired Rate of Return
The desired rate of return of the business is set at 20% on
share capital. This is a realistic figure in view of the current
situation of the property market in Hong Kong. The desired rate of
return was higher during the property boom experienced from 1979
through 1981.
4.6 Break-even Analysis
For the first two years, we will set our mark-up for profit
to be 15% on sales in order to get into the business. Now. let SB
be the break-even sales volume per year for the firm to cover all the
financial commitments and target return. We have.
Sales SB
Fixed Overhead $1,184,000
$1,500,000 x 20%Return on Equity
For break-even,
S x 15%= 1,184,000+ 1,500,000 x 20%
Therefore, SB= $9,890,000 say, $10 million
Thus, the proposed company must have an annual business volume
of $10m or $20m to be financially viable.
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From the market research as described in Chapters 2 and 3,
the forecasted business volume for the first and second years are
$10 million and $15 million respectively. Moreover, the foregoing
break-even analysis has taken into account the expected 15% return
on equity, which represents a minimum amount of profits earned for
the shareholders. Thus the proposed firm is commercially viable.
From the experience of both founder partners, the above projected
sales figures are conservative. Even with the current recession,
the business will still grow progressively by taking business away
from poorly managed contractor firms, which will run into trouble
technically or financially, thus they will be slowly eliminated from
the air-conditioning market.
4.7 Proforma Financial Statements
The proforma financial statements are prepared as follows,
basing on the tentative date of establishing the firm on 1st July, 1983.






Plant and Machinery 100,000.00
Van and Company Car 50,000.00
Office and Workshop Furniture 50,000.00
Office Equipment 30,000.00
30,000.00 260,000.00Miscellaneous set-up expense
1,500,000.00
Liabilities and Net Worth
Current Liabilities
Paid-up Share Capital 1,500,000.00 1,500,000.00
1,500,000.00
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' Pro - Forma ' Income Statementfor the period from 1 st July , 1983
( Date of Commencementof Business) to 30 th June , 1984
HK $ 10 , 000, 000. 00Income from Certified Jobs
Less : Total Job Cost ( 70 % of income 7 . 000. 000. 00
from certified jobs )
1 . 184. 000. 00Less : General and AdministrativeExpense
HK $ 1 , 816, 000. 00Net Profit Before Tax
272 , 400 . 00Less : Provisionfor CurrentTaxation( □ 15 % )
HK $ 1 , 543, 600. 00Net Profit After Tax
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Pro - Forma BalanceSheet as of 30 th June , 1984 .
HK$HK$
Current Assets
Account Receivable( about 40 %
4 , 000, 000. 00of annual sales )
40 , 000. 00Rental Deposit
Work- in - progress( about5 % o .
500, 000 . 00annual sales )
4 , 540, 000. 00Total Current Assets
Fixed Assets
260, 000. 00Equipment and Furniture at cost
Less : Provision for Depreciation ( 50 , 000. 00 )
210, 000 . 00Total Fixed Assets , Net
4 , 750, 000. 00Total Assets
Liabilities Net Worth
Liabilities :
934, 000. 00Bank Overdraft
272, 400. 00Provision for Current Taxation
500 ' 9000. 00AccountsPayable ( about 5 %
of sales)
1 , 706, 400. 00
Net Worth
Share Capital 1 , 500, 000. 00
3 , 043, 600. 00Retained Earning 1 , 543, 600. 00
4 , 750, 000. 00
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Pro - Forma Source Applicationof Funds
For the Year Ended 30 th June , 1984
Increase / ( Decrease) in working capital HK$
Cash Balance ( 1 , 200, 000. 00 )
Accounts Receivable 4 , 000, 000. 00
Work - in - progressas at 30 th June , 1984 500, 000 . 00
Bank Overdraft ( 934, 000. 00 )
Accounts payable ( 500, 000. 00 )
Working Capital Increased 1 , 866, 000. 00
Source of Funds
Increase in Tax Payable 272, 400. 00
Depreciation charges 50 , 000. 00
Increase in Retained Earnings 1 , 543, 600. 00
Total Funds Supplied 1 , 866, 000. 00
Application of Funds
Increase in working capital 1 , 866, 000. 00
Total Funds Applied 1 , 866, 000. 00
' Pro - Forma ' Income Statementfor the Period
from 1 st July _ 1984 to 30 th Tune - 1985
income trom Uertitied Jobs 15 , 000, 000. 00
Less : Total Job Cost ( 70 % of income
10 , 500, 000. 00from certified jobs )
Less : General and AdministrativeExpense 1 , 184, 000. 00
Net Profit before Tax 3 , 316, 000. 00
497, 400. 00Less : Provisionf CurrentTaxation( □ 15 % )
Net Profit After Tax 2 , 818, 600. 00
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Pro - Forma BalanceSheet as of 30 th June , 1985
Current Assets
Account Receivable( about 40 %
6 , 000, 000. 00of annual sales )
40 , 000. 00Rental Deposit
750, 000. 00Work - in - progress
6 , 790, 000. 00Total Current Assets
Fixed Assets
260, 000. 0Equipmentand Furniture , at cost
Less : Provision for accumulated
depreciation ( 100, 000. 00 )
Total Fixed Assets , Net 160, 000. 00
Total Assets 6 , 950, 000. 00
Liabilities and Net Worth
Liabilities :
1 , 384, 000. 00Bank Overdraft
Provision for Current Taxatior . 497, 400. 00
AccountsPayable ( about 5 %
of sales) 750, 000. 00
2 , 631, 400. 00
Net Worth
Share Capital 1 , 500, 000. 00
Retained Earning 2 , 818, 600. 00 4 , 318, 600. 00
6 , 950, 000. O 0
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Pro - Forma Source Applicationof Funds
For the Year Ended 30 th June , 1985
HK$Increase / ( Decrease) in working capital
Cash Balance
2 , 000, 000. 00Accounts Receivable
250 , 000 . 00Work - in - progressas at 30 th June , 1985
Bank Overdraft ( 450, 000. 00 )
Accounts Payable ( 250, 000. 00 )
1 , 550, 000. 00Working Capital Increased
Source of Funds
225, 000. 00Increase in Tax Payable
50 , 000. 00Depreciation Charges
1 , 275, 000. 00Increased in Retained Earnings
1 , 550, 000. 00Total Funds Supplied
Application of Funds
1 , 550, 000. 00Increase in Working Capital
1 , 550, 000. 00Total Funds Applied
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4 . 8 Observationa d Conclusion
From the above analysis , it is evident that the firm would
be profitableas planned : -
a ) the net worth of the firm would increasefrom $ 1 , 500 , 000 . 00 to
$ 4 , 318 , 600 . 00 in two years.
b ) Return on equity for first year is 100 % and for the second year
87 % which is higher than the desired rate of return as stipulated
in paragraph4 . 5
c ) The required bank overdraft for both years does not exceed the
limit of $ 2 M general banking facilities available to the firm .
Unless there is a drastic increase in business volume , we intend




MARKETINGSTRATEGY OF THE FIRM
A study on the viability of the firm from a marketingpoint
of view is presentedin this chapter .
5 . 1 Market Profile Report
The types of building where air - conditioningis required are :
l ) Office buildings
2 ) Commercialbuildings - shopping arcades , complexedetc .
3 ) Hotels
4 ) Recreationbuildings- cinemas , indoor game halls etc .
, ' 5 ) Industrial buildings - textile . electronic . Drecision eauiments
etc .
( 6 ) Hospitalsand clinics
( 7 ) Educationalbuildings- universities, schools etc .
The market can be classifiedinto two sectors :
( A ) The public sector
( B ) The private sector
34
( A ) The Public Sector
The Hong Kong Government, Mass Transit Railway , Hong Kong
Housing Authority , the China Light & Power Company and the Hong
Kong Electric Companyare the major clients . But the Mass Trans :
Railway invites only tenders from reputable international firms .
To be able to do governmentjobs , we have to be listed as
specialists contractors of the Building Development Department .
To enter the list , you must have the necessaryexperiencein
carrying out similar work before in the private sector . We do
not have the necessary experience and resources to enter this
market at this moment. However, we do not want to rule out the
possibilityin the future , and we shall review the situation as
we go along.
( B ) The PrivateSector
The major portion of the market is in the private sector .
Because of the large number of jobs available , the market in
terms of turnover is very substantial. It is estimated this
market will provide a job volume of over 350 million dollars
annual turnover . Our target annual turnover for the first year
is 10 million . Thereforeit is less than 3 % of the total market .
Because of the limitation of working capital , we are
aiming at a job size of about 2 to 3 million . Roughlyspeaking,
that is jobs with 200 to 300 Tonnageof Regrigeration( TR ) for a
20 storey commercialbuilding with 2000 to 3000 square feet floor
area . At this moment , the six major air - conditioningcontractors
are focusing on large projects of over 500 TR . There are plenty
of opportunitiesfor the participationof a small firm in this
market . The major competitionin this market will be against
other small firms . Many clients do not want to see their projects
receive less attention from the large firms .
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Another market is work as a package subcontractorfor the six
large air - conditioning- contractorsfor the small jobs they obtained .
By a package subcontractor, we mean that we supply and install the
complete installation from top to bottom for our client under whose
name we work . A fixed percentageof profit is guaranteedfor our
client . From our interivewswith the large . air - conditioning
contractors, we find that many of them indicated keen interest in
this sort of cooperation.
Last but not least , althoughwe hope to start as an air -
conditioningsubcontractor, we can also be the contractor of other
services , such as electrical fire services and plumbing installation .
Some clients like to have the services provided by the same
contractor, and we hope we can divert into different branches of
services.
5 . 2 Client Profile Report
The types of clients who normally require the services of
an air - conditioningcontractor are
( 1 ) Developers
( 2 ) Mechanical and Electrical Consulting Engineers
( 3 ) Architects
( 4 ) Large air - conditioningcontractors
( 1 ) Developers
The ultimate client - of an air - conditioninginstallation
is always the developer. Most of the developersin Hong Kong
are well - organised , and they usually employ consulting engineers
to design and supervise the mechanical and electrical services .
But the choice of contractors and subcontractorsremains in
their hands , although the consultants make their recommendation
in the tender reports. As clients for the projects, they are
mostly influential people in the industry. If they think you are
good, they will not mind putting you on the job even if they have
to bear a little more cost. If they think you are unacceptable,
they will probably turn you down on all projects. It is
therefore important to establish a good image for the first
project with them. Many of the developers interviewed have
indicated their dissatisfaction with the performance of the large
air-conditioning contractors on their smaller jobs. There exists
a good chance if we can offer acceptable services.
(2) Mechanical and Electrical Consulting Engineers
Other than the developers, the most influential people
in establishing the tender list and recommending the selection
are the consultants. They put up the tender specification and
drawings. If they are more familiar with the type of equipment
you represent, it is a definite advantage in meeting the
specification. For institutional clients such as schools,
factories etc., the consultants usually exercise their rights
in the choice of consultants because these clients normally do
not have any special firm in mind. Furthermore, they are the
supervisors during the construction stage of projects. Their
taste of equipment and variations issued during construction
affects the project cost. Therefore, it is important that you
have good working relationships with the consultants. A list
of consultants is attached in Appendix 1 for reference. We, as
the founder partners, are well acquainted with most of them.
The results of our interviews with consulting engineers indicate




If a project belongs to a well-known developer and a
consultant is employed, the Architect has little to say in the
appointment of the services contractors. Some architects e.g.
Wong, Auyeung and Associates have their own building services
consulting section. They become more influential. For small
jobs, some developers and architects rely on the air-conditioning
contractor for the design and installation service package.
In any case, the project architect is the leader of any project,
and his decisions affect the type and cost of an installation
in many aspects. To do a smooth and good job, it is important
that you have a good working relationship with the architects.
(4) Contractors
Since we intend to serve as a subcontractor for the six
major air-conditioning contractors, each of them are our
prospective clients. We know all of them through previous
working relationships, and we have interviewed five of them.
The level of management we interviewed are either Managing
Directors, General Managers or Section Managers. They all
welcome the idea of-subcontracting to a various degree.
The basic criteria they aim at is to have a good subcontracting
firm in order not to damage their image. They do not wish to
indicate the exact percentage of guarantee profit until the
project can be identified. The usual complaint on the
subcontractors they have employed is that they always have to
supply supporting staff to meet the architect and consultant
if technical queries are raised. This sector can be an
important market for our services.
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5.3 Competitor Profile Report
There are about forty small air-conditioning firms in
Hong Kong, but the total number of active firms is probably less
than fifteen. For the time being, we do not view the large air-
conditioning firms as our competitors as we are aiming at different
markets. Instead, they are probably our clients.
We have interviewed five small contracting firms in our
present capacity as client rather than as owner of our future
contracting firm. According to our findings, all of them are faced
with staff problems. They all employ experienced hands as their
key staff. They cannot trust their key staff to the full extent
due to the fact that they recognise this experienced workforce is
liable to be corruptive, one way or the other. Some of them do not
represent any manufacturer, and the usual complaint is out-of-control
equipment delivery. Due to their different exposures to different
sectors of market, some express concern over getting adequate future
projects, while others are confident on obtaining an adequate job
volume. One of them expressed that they are and will be over
capacity for the next year. With our penetration into the market,
we feel there are plenty of opportunities for the participation of
our new firm.
5.4 Company Profile Report
We will start as a small firm employing seven or eight
technical staff. We are the dealer of the 'Carrier' air-conditioning
equipment, one of the most prestigious U.S. brands in the field.
For the prestige job, we will offer 'Carrier' equipment. For the
cost-oriented job, we can offer equipment of other brands e.g.
'International' fan coil, 'Mcquay' condensing units, 'National'
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ventilating fans, etc. We have a low overhead, estimated to be
0.5 million dollar per annum. We will be very hardworking. We want
to give clients the impression that their projects are treated as top




We will be concentrating our effort on the private sector
due to constraints of our own resources. Initially our main
marketing effort will be directed to clients who know us.
Gradually we will visit all other clients stated above. To
maintain our clients, we will show them that we are technically
more competent and offer more services than others.
(2) Market Strategy
Our image is that of a young and hardworking firm.
We expect everybody in the firm, from partners downward, to work
overtime. All projects have to be completed on schedule. We aim
at above average quality in our installation and offer after sales
maintenance and operation services. We believe in good quality
work, both for our image and for relief from subsequent
maintenance problems.
We intend to recruit young graduates from the university
and polytechnic as our key staff. They will be hardworking, and
we will train our own staff. We can tolerate mistakes but will
not accept anybody who is lazy. We will create an energetic
atmosphere and cultivate a team spirit within our firm. We
motivate our staff by recognition.
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To distinguish ourselves from other firms, we will provide
additional free design services to our better clients. The services




STRUCTURE AND OPERATING DETAILS OF THE BUSINESS
6.1 Introductioi
the organisational structure ana operating aetails o to
proposed firm are presented in this chapter. The details includ,
short and long term staffing, siting of the firm, training and
6.2 Staffing
For the first two years, we consider that the minimum
number of staff, including both technical and clerical, to be
employed for the day-to-day running of the firm is 11 persons.
This includes 1 engineer, 3 assistant engineers, 3 technicians,
2 site foremen, 1 secretary and 1 messenger. Expenditure on pay
Salary/MonthPosition
1 engineer $4,000.00
3 assistant engineers $9,000.00
2 technicians and 1 sit
supervisor $4,500.00







Normally, a one-month extra pay will be issued to the staff
before Chinese New Year as a year-end bonus. On the average, overtime
will add another 10% to the pay expenditure. The total adds up to
$350,000.00 per annum.
For the first three years, we do not plan to offer fringe
benefits to our employees. However, as they grow older, we have to
think about medical insurance, pension funds, living and housing
allowances etc. The cost of the package will increase our pay
expenditure by a further 40%.
As we grow bigger, we plan to employ 1 senior engineer,
1 cost estimator and 2 site supervisors for strengthening our work
on design, cost estimation and site supervision work. This will
allow the directors to have more time to carry out the marketing
function of the firm. For the time being, we are prepared to recruit
fresh graduates from technical colleges or the polytechnic with one
to two years working experience to fill up the technical posts.
They are normally diligent, willing to work and less likely to be
corrupted. The recruitment policy for the firm is flexible and
will be reviewed from time to time dependent on the business volume
generated.
6.3 Location of the Office and the Workshop
To accommodate 11 members of staff and 2 directors, we require
about 1,000 square feet of office space. As discussed in Chapter 3,
most of our clients, architects.and consulting engineers, have their
offices in Central, Wanchai and Causeway Bay. As such, it is sensible
to locate our office in Wanchai in order to reduce travelling time
when we pay visits to them. The current rent for office area in
Wanchai is about $8.00 per sq. ft. per month. An area of 1,000 sq. ft
would cost us $8,000 per month or $96,000 per annum. This rental
charge is acceptable to us.
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As far as the workshop is concerned, we would need about
1,000 sq. ft. for housing the equipment and machinery and another
1,000 sq. ft. as working space for air-ducting fabrication. The
location of the workshop will be in Kwun Tong where skilled labour
is easily obtained. We have checked the current rental charge of
a flatted factory in Kwun Tong and found that the rent would be
about $4,000/month or $48,000/year.
6.4 Pricing Policy
Pricing of an air-conditioning contract is one of the
important factors in the choice of an air-conditioning firm for
a building project. From the results of our interview, we note that
the labour cost and equipment cost for air-conditioning works have
been relatively stable and even slightly declining over the last
twelve months. In this respect, we will be able to estimate and
control our costs very accurately, so as not to affect the profit
of the firm. In view of the competitive market we are going to get
into, we have to lower our profit margin to 15% on sales in order to
generate business for the first few projects. After the successful
completion of the works in hand, we will have established our name
in the field, and our clients will then be more likely to pay a
higher price for the forthcoming projects awarded to us.
6.5 Staff Recruitment and On-The-Job Training
The recruitment of all technical and clerical staff will be
carried out through the normal practice of advertisement and interview.
The secretary should have two years of working experience and have
some bookkeeping and accounting knowledge. She will be expected to
prepare a trial balance sheet at the end of each month and to report
the financial situation to the management. The assistant engineers
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should be graduates in Mechanical and Environmental Engineering with
one to two years of experience in contracting firms. The technicians
should be school leavers from technical schools with or studying for
an ordinary certificate in air-conditioning in one of the technical
institutes. An engineer working in one of the big local air-
conditioning firms is willing to join us as project engineer. He has
four years of experience in running air-conditioning contracts from
the tendering stage and in designing, manufacturing, installation,
testing and commissioning. He is diligent and reliable.
Moreover, we will arrange with the Carrier Hong Kong Office
to send our technical staff to their workshop for in-job engineering
training. Training courses will be conducted in Hong Kong and will
include a series of short courses covering engineering design, service
and product knowledge. The firm will pay the tuition fee required.
The training officer of Carrier will assess the capabilities of our
trainees during the training period and will inform us of the standard




From the last three chapters, despite of the economic
recession and sluggish property market being experience in Hong Kong,
we conclude that we are satisfied that our project is commercially
viable.
Our business is air-conditioning contracting and subcontracting
with a will to divert into other installation services namely
electrical, fire services and plumbing installations. Our target
market is the private sector, but we hope to enter into the public
sector as we grow. We aim to secure two to three small commercial
buildings in our first year. Our competitive strategy is for quality
and full technical services. Our image is young and hardworking.
Our clients are developers, consultants, architects and contractors.
The target turnover in the first year is 10 million and for
the second year is 15 million. Our target gross profit on sales is
15 percent. The initial funds are provided by equity and working
capital from creditors and loans from partners. Our target market
share is around three percent of the estimated overall air-conditioning
contract value. Therefore, we anticipate that it is not particularly
difficult to achieve the target.job volumn in the first two years.
We have held discussions and arranged with 'Carrier' USA that
we become one of the local dealers in Hong Kong. Therefore, we shall
be able to quote a presigious product to our clients. This certainly
gives the fundamental for quality installation.
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Our major competitors are the local small firms. At the
present moment, all our competitors cannot or will not afford to hire
qualified engineers. However, since the founder partners of this firm
will be Chartered Engineers, this can provide better services and
confidence to our clients.
Most developers, local architectural firms and consulting firm
employ local university graduates as their key staff. As the founder
partners are also from the same university, therefore, we shall have
a better connection with our prospective clients via this channel.
We anticipate that our firm, though newly established, can be easily
included in the tender list for the forthcoming projects put forward
by our clients.
The only consideration we have not solved is the provision
of working capital as we grow. This we expect to be provided by the
retained earnings or a partnership with a large developer. This will
be solved as the problem arises. Until we can provide the solution,
we shall aim at a slower growth rate.
Our weakness is that we are a new firm with no proven track
record on performance and on the financial aspect as a reference to
our clients. The outcome is that we would probably not be allowed to
tender for a contract exceeding three million dollars initially.
The situation will be improved as we go along. However, we do not
feel this will hinder us from achieving our target turnover.
We aim to employ fresh graduates from university, polytechnic
or other technical colleges. They are young, willing to work hard,
better qualified and less corruptible. We will provide training from
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APPENDIX 1
LIST OF BUILDING SERVICES CONSULTANTS
Name Address and Telephone













Oi Kwan Road, Hong Kong
Tel. No. 5-747321
4. Leo. A Daly Pacific Harbour View Commercial
Building, 16F.,
2-4 Percival Street,
Causeway Bay, Hong Kong
Tel. No. 5-779717




Tel. No. 5-8915112 (4 lines)
6. Rankine Hill (Hong Kong) Ltd. 16F., Hang Lung Bank Bldg.,
8 Hysan Avenue,
Causeway Bay, Hong Kong
Tel. No. 5-779308
7. Bylander Meinhardt Partnership 2003 Hang Lung Centre,
2-20 Paterson Street,
Causeway Bay, Hong Kong
Tel. No. 5-7905222
8. Syska Hennessy Inc. Engineers 110 West 50 Street,
New York, N.Y. 10020, USA
9. Simpson Kotzman Consultants Asia,
Consulting Mechanical Electrical
Engineers
10. G.C.P. Partners Mechanical
Electrical Consulting Engineers
1302 Hang Lung Centre,
2-20 Paterson Street,
Causeway Bay, Hong Kong
Tel. No. 5-771952-3
11. Richard Chan Associates,
Building Services Consulting
Engineers
12. Kennedy Donkin International
Consulting Engineers
13. Eicon Associates
14. Ove Arup Partners
Consultant Engineers
15. Keen Engineering Ltd.
Consulting Professional
Engineers
16. Hoare Lea Partners (Far East)
Consulting Engineers
17. Felix Tsang Partners
Consulting Mechanical
Electrical Engineers
18. R. H. Tewksbury Partners
Pty. Ltd.
19. Lobley Treidel Davies Draganich
and Partners
20. Scott Houghton Co.
21. Far East Consulting Engineers
22. Norman Dawbarn
23. K.C.T.C. Associates







P.O. Box 3, Manurewa,
Auckland. New Zealand
Rm. 1903, East Town Bldg.,





B.C. Canada, V7T 1C5
1402 Dominion Centre,
37-59A Queen's Road, East,
Hong Kong
Tel. No. 5-277598




44A Des Voeux Road, Central,
Hong Kong
Tel. No. 5-224011








16-18 Queen's Road, Central,
Hong Kong
Tel. No. 5-2662845
Rm. 2015 Hang Lung Centre,
Paterson Street,
Causeway Bay, Hong Kong
Tel. No. 5-764343
Rm. 1602 Tung Wah Mansion,
199-203, Hennessy Road,
Hong Kong
Tel. No. 5-720802, 5-729833
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10/F., Hang Lung Bank Bldg.,24. Mott, Hay Anderson Far East
8 Hysan Avenue,
Causeway Bay, Hong Kong
Tel. No. 5-770139




95-99 Jaffe Road,26. MECS Consulting Engineers
Wanchai, Hong Kong
Tel. No. 5-285212
60 Albert Road,27. Anderson Connell Consultants
South Melbourne,Pty. Ltd.
3205 Australia
Tai Shing Commercial Bldg.,28. Alvin Leung Associates




50 Millar Street,29. W.E. Bassett and Partners
North Sydney N.S.W. 2060Pty. Ltd.
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APPENDIX 2
SAMPLE OF NOMINATED SUB-CONTRACT DOCUMENT
FOR USE WHERE THE SUB- CONTRACTOR IS NOMINATED UNDER
THE STANDARD FORM OF BUILDING CONTRACT FOR HONGKONG







This Sub-Contract is made the
...day of. , 1?
Between
of or whose registered office is situate a
(hereinafter called 'the Main Contractor') of the one part and.
of or whose registered office is situate a
(hereinafter called 'the Sub-Contractor') of the other part;
Supplemental to an Agreement (hereinafter referred to as 'the Main Contract') made the
.day of ,19
between
(hereinafter called 'the Employer') of the one part and the Main Contractor of the other part;
Whereas the Main Contractor desires to have executed the Works of which particulars
are set out in Part I of the Appendix to this Sub-Contract (hereinafter referred to as 'the
Sub-Contract Works') and which form part of the Works (hereinafter referred to as 'the
Main Contract Works') comprised in and to be executed in accordance with the Main
Contract, and any authorised variations of the Sub-Contract Works;
And Whereas the Sub-Contractor has had reasonable opportunity of inspecting the Main
Contract or a copy thereof except the detailed prices of the Main Contractor included in
schedules and bills of quantities;
Now it is hereby Agreed and Declared as follows:
1 The Sub-Contractor shall be deemed to have notice of all the provisions of the Main
Contract except the detailed prices of the Main Contractor included in schedules and
bills of quantities.
2 The Sub-Contractor shall execute and complete the Sub-Contract Works subject to and
in accordance with this Sub-Contract in all respects to the reasonable satisfaction of
the Main Contractor and of the Architect for the time being under the Main Contract
















and requirements of the Main Contractor including all reasonable rules of the Main
Contractor (so far as they may apply) for the time being regulating the due carrying
out of the Main Contract Works.
3 The Sub-Contractor shall:
(a) observe, perform and comply with all the provisions of the Main Contract on the
part of the Main Contractor to be observed, performed and complied with so
far as they relate and apply to the Sub-Contract Works (or any portion of the
same) and are not repugnant to or inconsistent with the express provisions of this
Sub-Contract as if all the same were severally set out herein; and
(b) indemnify and save harmless the Main Contractor against and from:—
(i) any breach, non-observance or non-performance by the Sub-Contractor,
his servants or agents of the said provisions of the Main Contract or any
of them; and
(ii) any act or omission of the Sub-Contractor, his servants or agents which
involves the Main Contractor in any liability to the Employer under the
Main Contract; and
(iii) any claim, damage, loss or expense due to or resulting from any negligence
or breach of duty on the part of the Sub-Contractor, his servants or agents
(including any wrongful use by him or them of the scaffolding referred
to in clause 18 of this Sub-Contract or other property belonging to or
provided by the Main Contractor); and
(iv) any loss or damage resulting from any claim under any statute in force for
the time being by an employee of the Sub-Contractor in respect of personal
injury arising out of or in the course of his employment.
Provided that nothing in this Sub-Contract contained shall impose any liability on the
Sub-Contractor in respect of any negligence or breach of duty on the part of the
Employer, the Main Contractor, his other sub-contractors or their respective servants
or agents nor create any privity of contract between the Sub-Contractor and the





4 The Main Contractor and Sub-Contractor respectively shall, so far as is reasonably
practicable, effect and keep in force during all material times policies of insurance with
such insurance company or other insurers and of such an amount as shall be approved
by the other against their respective liabilities under any statute in force for the time
being in respect of injuries to persons and at Common Law in respect of injuries to
persons or property arising out of and in the course of the execution of the Main Contract
Works and the Sub-Contract Works andor arising out of and in the course of the
employment of any workmen employed by them respectively or caused thereby or due
thereto respectively; subject as regards loss or damage by fire, lightning, typhoon,
flood, earthquake, aircraft or aerial devices or articles dropped therefrom and riot to
the provisions of clause 5 of this Sub-Contract.
Damage by
Fire. 5 (a) The Sub-Contract Works (including materials and goods of the Sub-Contractor
properly on the site for use in the Sub-Contract Works) shall as regards loss or
damage by fire (whether such fire be caused by the negligence of the Sub-Contractor
or those for whose actions the Sub-Contractor is responsible or otherwise),
lightning, typhoon, flood, earthquake, aircraft or aerial devices or articles dropped
therefrom and riot be at the sole risk of the Main Contractor.
(b) In the event of any loss or damage by fire, lightning, typhoon, flood, earthquake,
aircraft or aerial devices or articles dropped therefrom and riot being caused
to the Sub-Contract Works (including any of the materials and goods of the
Sub-Contractor properly on the site for use in the Sub-Contract Works) the
Main Contractor to the extent of such loss or damage shall pay to the
Sub-Contractor the full value of the same, such value to be calculated in accordance
with clause 10 hereof.
(c) The Main Contractor shall for the benefit of himself and the Sub-Contractor
at all material times insure for the full value thereof the Sub-Contract Works
(including materials and goods of the Sub-Contractor properly on the site for
use in the Sub-Contract Works) and keep them or have them kept insured against
loss or damage by fire, lightning, typhoon, flood, earthquake, aircraft or aerial
devices or articles dropped therefrom and riot.
(d) The Sub-Contractor shall observe and comply with the conditions contained in
the policy or policies of insurance of the Main Contractor against loss or damage
by fire, lightning, typhoon, flood, earthquake, aircraft or aerial devices or'articles
dropped therefrom and riot.
6 The Main Contractor and the Sub-Contractor shall each respectively at all reasonable
times at the request of the other produce for his inspection the policy or policies of




Provided always that the production by either the Main Contractor or the Sub-Contractor,
as the case may be, of a current certificate of insurance from the company or
firm which shall have issued the policy or policies as aforesaid, shall be a good discharge
of the Main Contractor's or the Sub-Contractor's obligation to produce the policy or
policies and the receipts in respect of premiums paid.
7 (1) In the event of the Main Contractor issuing in writing to the Sub-Contractor a
copy of any instructions of the Architect (whether written or, if oral, subsequently
confirmed in writing either by the Architect or the Main Contractor and, in the latter
case, not dissented from by the Architect within seven days) in relation to the Sub-
Contract Works (whether in regard to variations or in regard to any other matter in
respect of which the Architect is expressly empowered by the conditions of the Main
Contract to issue instructions), then the Sub-Contractor shall forthwith comply with
and carry out the same in all respects accordingly. Save as aforesaid no variation of
the Sub-Contract Works shall be made or allowed by the Sub-Contractor.
Variations, etc.
The expression 'variation' shall have the same meaning assigned to it as in the Main
Contract.
(2) Upon receipt of what purports to be an instruction of the Architect issued in writing
by the Main Contractor to the Sub-Contractor, the- Sub-Contractor may require the
Main Contractor to request the Architect to specify in writing the provision of the
Main Contract which empowers the issue of the said instruction. The Main Contractor
shall forthwith comply with any such requirement and deliver to the Sub-Contractor
a copy of the Architect's answer to the Main Contractor's request. If the Sub-Contractor
shall thereafter comply with the said instruction, then the issue of the same shall be
deemed for all purposes of this Sub-Contract to have been empowered by the provision
of the Main Contract specified by the Architect in answer to the Main Contractor's
request.
Provided always that if before such compliance the Sub-Contractor shall have made a
written request to the Main Contractor to request the Employer to concur in the
appointment of an arbitrator under the Main Contract in order that it may be decided
whether the provision specified by the Architect empowers the issue of the said instruction
then, subject to the Sub-Contractor giving the Main Contractor such indemnity and
security as the Main Contractor may reasonably require, the Main Contractor shall
allow the Sub-Contractor to use the Main Contractor's name and if necessary will
join with the Sub-Contractor in arbitration proceedings by the Sub-Contractor to
decide the matter as aforesaid.
8 (a) The Sub-Contractor shall commence the Sub-Contract Works within an agreed
time or, if none is agreed, then within a reasonable time after the receipt by
him of an order in writing under this Sub-Contract from the Main Contractor
to that effect and shall proceed with the same with due expedition.
Completion.
The Sub-Contractor shall complete the Sub-Contract Works and each section
thereof within the period specified in Part II of the Appendix to this Sub-Contract
or within such extended period or periods as may be granted pursuant to the
provisions hereinafter contained.
If the Sub-Contractor fails to complete the Sub-Contract Works or any section
thereof within the period specified or any extended period or periods as hereinafter
f)rovided, he shall pay or allow to the Main Contractor a sum equivalent to anyoss or damage suffered or incurred by the Main Contractor and caused by the
failure of the Sub-Contractor as aforesaid. The Main Contractor shall at the
earliest opportunity give reasonable notice to the Sub-Contractor that loss or
damage as aforesaid is being or has been suffered or incurred.
Provided that the Main Contractor shall not be entitled to claim any loss or
damage under this clause unless the Architect shall have issued to the Main
Contractor (with a duplicate copy to the Sub-Contractor) a certificate in writing
stating that in his opinion the Sub-Contract Works or the relevant section thereof
ought reasonably to have been completed within the specified period or within
any extended period or periods as the case may be.
(b) Upon it becoming reasonably apparent that the progress of the Sub-Contract
Works is delayed, the Sub-Contractor shall forthwith give written notice of the
cause of the delay in the progress or completion of the Sub-Contract Works
or any section thereof to the Main Contractor, who shall inform the Architect
thereof and of any representations made to him by the Sub-Contractor as to
such cause as aforesaid.
If on receipt of such information and representations as aforesaid the Architect
is of the opinion that the completion of the Sub-Contract Works is likely to
be or has been delayed beyond the period or periods stated in Part II of the
Appendix hereto or beyond any extended periods previously fixed under this
clause,
(i) By reason of any of the matters specified in clause 7 (1) of this Sub-Contract
or by any act or omission of the Main Contractor, his sub-contractors
his or their respective servants or agents; or
(ii) For any reason (except delay on the part of the Sub-Contractor) for which
the Main Contractor could obtain an extension of time for completion
under the Main Contract
then the Main Contractor shall, but not without the written consent of the
Architect, grant a fair and reasonable extension of the said period or periods
for completion of the Sub-Contract Works or each section thereof (as the case
may require) and such extended period or periods shall be the period or periods
for completion of the same respectively and this clause shall be read and construed
accordingly.
Provided always that if the Sub-Contractor shall feel aggrieved by a failure of
the Architect to give his written consent to the Main Contractor granting an
extension of the said period or periods for completion of the Sub-Contract Works,
then, subject to the Sub-Contractor giving to the Main Contractor such indemnity
and security as the Main Contractor may reasonably require, the Main Contractor
shall allow the Sub-Contractor to use the Main Contractor's name and if necessary
will join with the Sub-Contractor as plaintiff in any arbitration proceedings by
the Sub-Contractor in respect of the said complaint of the Sub-Contractor.
(c) If upon written application being made to the Main Contractor by the Sub-
Contractor, both the Main Contractor and the Architect are of the opinion that
the Sub-Contractor has been involved in direct loss andor expense for which
he would not have been reimbursed by a payment made under any other provision
in this Sub-Contract by reason of the regular progress of the Sub-Contract
Works or any part thereof having been materially affected by any of the
circumstances in which the Main Contractor would under the Main Contract
be entitled to recover such direct loss andor expense as aforesaid, then the Main
Contractor shall request the Architect to ascertain or cause to be ascertained
the amount of such direct loss andor expense. Any amount from time to time
so ascertained shall be added to the Sub-Contract Sum and if an interim certificate
is issued after the date of ascertainment, the Main Contractor shall request
the Architect to add any such amount to the amount which would otherwise
be stated as due in such certificate.
9 (a) All defects, shrinkages or other faults in the Sub-Contract Works which the
Main Contractor (whether at his own cost or not) shall be liable to make good
under the Main Contract, shall be made good by the Sub-Contractor within
a reasonable time after the receipt by him from the Main Contractor of the




Provided that where the Main Contractor is liable to make good such defects,
shrinkages or other faults but not at his own cost, then the Main Contractor
shall secure a similar benefit to the Sub-Contractor and shall account to the
Sub-Contractor for any money actually received by him in respect of the same.
(b) If the Main Contractor (whether by himself or any other sub-contractor) shall
execute any work (whether permanent or temporary) to the Main Contract Works
or to any part of the same required by the Architect or rendered necessary by
reason of defects, shrinkages or other faults in the Sub-Contract Works due to
materials or workmanship not being in accordance with this Sub-Contract
then the Sub-Contractor shall pay to the Main Contractor the cost of the execution
of such work.
Provided that if the Main Contractor shall pay or allow to the Employer the
value of or other agreed sum (not exceeding such cost as aforesaid) in respect
of such work instead and in satisfaction of executing the same, then the Sub-
Contractor shall pay to the Main Contractor such value or other agreed sum as
aforesaid.
(c) If the Sub-Contractor shall execute any work to or in connection with the Sub-
Contract Works (whether permanent or temporary) required by the Architect or
rendered necessary by reason of any defects, shrinkages or other faults in the
Main Contract Works due to materials or workmanship not being in accordance
with the Main Contract then the Main Contractor shall pay to the Sub-Contractor
the cost of the execution of such work.
Provided that if instead of the Sub-Contractor actually executing such work
and in satisfaction of the same the Main Contractor shall pay or allow to the
Employer the value of or other agreed sum (not exceeding such cost as aforesaid)
in respect of such work, then the Main Contractor shall indemnify the Sub-
Contractor against any claim, damage or loss in respect of failure to execute such
work.
10 The price of the Sub-Contract Works (hereinafter referred to as 'the Sub-Contract
Sum') shall be the sum named in or determined by the provisions of Part III of the
Appendix to this Sub-Contract or such other sum as shall become payable by reason
of any authorised variations, or amounts ascertained under clause 8 (c) hereof. The
value of all authorised variations shall be determined by the Surveyor for the time being
under the Main Contract (or if none the Architect) in accordance with the applicable
provisions (relating to the ascertainment of prices for authorised variations) laid down
in the Agreement and Schedule of Conditions of Building Contract currently issued
under the sanction of The Hong Kong Society of Architects, The Royal Institution
of Chartered Surveyors (Hong Kong China Branch) and the Society of Builders,
Hong Kong: save that where the Sub-Contractor has with the agreement of the Main
Contractor annexed to this Sub-Contract a schedule of prices for measured work andor
a schedule of daywork prices, such prices shall be allowed to the Sub-Contractor in
determining the value of authorised variations in substitution for any prices which
would otherwise be applicable under this clause.
11 (a) The Main Contractor shall subject to and in accordance with the Main Contract
from time to time make application to the Architect for certificates of payment
and for the inclusion therein of the amount which at the date thereof fairly
represents the total value of the Sub-Contract Works and of any variations










of the materials and goods delivered upon the site for use in the Sub-Contract
Works; provided that the application shall only include the value of the said
materials and goods as and from such time as they are reasonably, properly
and not prematurely brought upon the site and then only if adequately stored
andor protected against weather and other casualties.
The Main Contractor shall give the Sub-Contractor fourteen days notice prior
to making application for certificates of payment and the Sub-Contractor shall
within the said fourteen days provide to the Main Contractor full details of the
amount which at the date thereof represents the total value of the Sub-Contract
Works as aforesaid for inclusion in such application for certificates of payment.
The Main Contractor shall also embody in or annex to the said application




(b) Within fourteen days of the receipt by the Main Contractor of payment from the
Employer against any certificate from the Architect the Main Contractor shall
notify and pay to the Sub-Contractor the total value certified therein in respect
of the Sub-Contract Works and in respect of any authorised variations thereof
and in respect of any amounts ascertained under clause 8 (c) hereof less:
(i) Retention Money, that is to say the proportion attributable to the Sub
Contract Works of the amount retained by the Employer in accordance
with the Main Contract; and
(ii) The amounts previously paid.
Retention
Money.
(c) The Retention Money referred to above shall be dealt with in the following
manner: within fourteen days of receipt by the Main Contractor of payment
from the Employer against any certificate which includes in accordance with the
Main Contract the amount or any part thereof retained by the Employer under
the Main Contract the Main Contractor shall pay to the Sub-Contractor such
part of the Retention Money as is included in the certificate.
Dispute as
to Certificate. (d) If the Sub-Contractor shall feel aggrieved by the amount certified by the
Architect or by his failure to certify, then, subject to the Sub-Contractor giving
to the Main Contractor such indemnity and security as the Main Contractor
shall reasonably require, the Main Contractor shall allow the Sub-Contractor
to use the Main Contractor's name and if necessary will join with the Sub-
Contractor as claimant in any arbitration proceedings by the Sub-Contractor







(e) If the Main Contractor shall fail to make any payment to the Sub-Contractor
as hereinbefore provided and such failure shall continue for seven days after
the Sub-Contractor shall have given the Main Contractor written notice of the
same, then the Sub-Contractor may (but without prejudice to any other right
or remedy) suspend the further execution of the Sub-Contract Works until
such payment snail be made and such period of suspension as aforesaid shall
be deemed to be an extension of and be added to the period or periods for
completion (as the case may be) as provided in Part II of the Appendix to this
Sub-Contract or to any extended period or periods previously authorised under
clause 8 (b) hereof and shall not be deemed a delay for which the Sub-Contractor




(f) If after the issue of the last Interim Certificate but before the issue of the Final
Certificate in accordance with the Main Contract the Sub-Contractor shall
have completed any work upon the Sub-Contract Works, he mav request the
Main Contractor in writing to make application to the Architect for certificates
certifying the value of the work executed upon the Sub-Contract Works, and
the Main Contractor shall make such application.
The provisions of this clause shall apply to such certificates as if they were




(g) If before the issue of a Final Certificate to the Main Contractor under the Main
Contract the Architect desires to secure final payment to the Sub-Contractor
on completion of the Sub-Contract Works and in accordance with and subject
to the provisions of the Main Contract relating to prime cost sums issues a
certificate to the Main Contractor including an amount to cover such final payment,
then the Main Contractor shall within fourteen days of receipt of such final
payment from the Employer pay to the Sub-Contractor the amount so certified
by the Architect as aforesaid: but such payment shall only be made if the Sub
Contractor indemnifies and secures the Main Contractor to the reasonable
satisfaction of the Main Contractor against all latent defects in the Sub-Contract
Works and if by such final payment the Main Contractor will be discharged
under the Main Contract from all liabilities in respect of the Sub-Contract
Works except for any latent defects.
(h) The Main Contractor's interest in the Retention Money, whether it is included
in the amounts retained by the Employer under the Main Contract and held by
him or whether it is held by the Main Contractor, is fiduciary as trustee for the
Sub-Contractor (without obligation to invest) and if the Main Contractor attempts
or purports to mortgage or otherwise charge such interest or his interest in the
whole of the amount retained as aforesaid (otherwise than by floating charge
if the Main Contractor is a limited company), the Main Contractor shall thereupon
immediately set aside and become a trustee for the Sub-Contractor of a sum
equivalent to the Retention Money and shall pay the same to the Sub-Contractor
on demand; provided that upon payment of the same to the Sub-Contractor
the amount due to the Sub-Contractor upon final payment under this Sub-
Contract shall be reduced accordingly by the amount so paid.
12 The Main Contractor will so far as he lawfully can at the request and cost of the
Sub-Contractor obtain for him any rights or benefits of the Main Contract so far as
the same are applicable to the Sub-Contract Works but not further or otherwise.
13 The Main Contractor shall notwithstanding anything in this Sub-Contract be entitled
to deduct from or set off against any money due from him to the Sub-Contractor
(including any Retention Money) any sum or sums which the Sub-Contractor is liable










tion or Set Off.
14 The Main Contractor and the Architect and all persons duly authorised by them or
either of them shall at all reasonable times have access to any work which is being
prepared for or will be utilised in the Sub-Contract Works, unless the Architect shall






15 The Sub-Contractor shall not assign this Sub-Contract nor sub-let the Sub-Contract
Works or any portion of the same without the written consent of both the Main
Contractor and the Architect; provided that the consent of the Main Contractor shall
not be unreasonably withheld, and that in case of any difference of opinion between
the Main Contractor and the Architect the opinion of the Architect shall prevail.
Provided always, that the provision of labour on a piece-work basis shall not be deemed




16 (a) If and so far as it is so provided in the Main Contract (but not otherwise) the
Main Contractor shall supply at his own cost ail necessary water, lighting,
watching and attendance for the purposes of the Sub-Contract Works. Subject
as aforesaid the Sub-Contractor shall make all necessary provision in regard





(b) Save as otherwise provided in the Main Contract the Sub-Contractor at his
own expense shall provide and erect all necessary workshops, sheds or other
buildings for his employees and workmen at such places on the site as the Main
Contractor shall appoint and the Main Contractor agrees to give all reasonable
facilities to the Sub-Contractor for such erection.
Temporary
Workshops,
17 The Sub-Contractor, his employees and workmen in common with all other persons
having the like right shall for the purposes of the Sub-Contract Works (but not further
or otherwise) be entitled to use any scaffolding belonging to or provided by the Main
Contractor, while it remains so erected upon the site.
Provided that such use as aforesaid shall be on the express condition that no warranty or
other liability on the part of the Main Contractor or of his other sub-contractors shall be
















18 The Main Contractor and the Sub-Contractor respectively their respective servants
or agents shall not wrongfully use or interfere with the plant, ways, scaffolding, temporary
works, appliances, or other property respectively belonging to or provided by the other
of them or be guilty of any breacn or infringement of any Act or Ordinance of Government
or bye-law, regulation, order or rule made under the same or by any local or other public
or competent authority; provided that nothing herein contained shall prejudice or
limit the rights of the Main Contractor or of the Sub-Contractor in the carrying out
of their respective statutory duties or contractual duties under this Sub-Contract or




19 The plant, tools, equipment, or other property belonging to or provided by the Sub-
Contractor, his servants or agents (otner than materials and goods properly on the
site for use in the Sub-Contract Works) shall, subject to the provisions or clause 5 hereof,
be at the sole risk of the Sub-Contractor, and any loss or damage to the same or caused
by the same shall be the sole liability of the Sub-Contractor who shall indemnify the
Main Contractor against any loss, claim or proceedings in respect thereof. Any insurance





20 (a) If the Sub-Contractor shall make default in any of the following respects viz.:
(i) If without reasonable cause he wholly suspends the carrying out of the
Sub-Contract Works before completion thereof;
(ii) If he fails to proceed regularly and diligently with the Sub-Contract Works;
(iii) If he refuses or persistently neglects after notice in writing from the Main
Contractor to remove defective work or improper material;
then, if such default shall continue for ten days after a notice by registered post or
recorded delivery specifying the default has been given to him by the Main
Contractor, the Main Contractor may without prejudice to any other rights or
remedies thereupon by notice by registered post or recorded delivery determine
the employment of the Sub-Contractor under this Sub-Contract; provided that
notice in pursuance of this clause shall not be given unreasonably or vexatiouslv
and shall be void if the Main Contractor is at the time of the notice in breach
of this Sub-Contract; or
(b) If the Sub-Contractor commits an act of bankruptcy or makes or enters into any
deed or arrangement or composition with his creditors or being a company enters
into liquidation, whether compulsory or voluntary, except liquidation for purposes
of reconstruction, or suffers or allows any execution, whether legal or equitable, to
be levied on his property or obtained against him, then the Main Contractor
may without prejudice to any other rights or remedies by written notice forthwith
determine the employment of the Sub-Contractor under this Sub-Contract.
(c) In case of the employment of the Sub-Contractor under this Sub-Contract being
determined under (a) or (b) of this clause, then the Sub-Contractor shall be
deemed to be in breach of this Sub-Contract and the Main Contractor shall
only be liable for the value of any work actually and properly executed and not
paid for at the date of such determination, such value to be calculated in accordance
with clause 10 of this Sub-Contract, for the value of any unfixed materials and
goods delivered upon the site for use in the Sub-Contract Works the property
in which has passed to the Employer under the terms of the Main Contract and
for no other sum or sums whatsoever; and the Main Contractor shall have the
right to recover, or to deduct from or set off against any such amount, the amount
of damage suffered andor of loss and expense incurred by him by reason of the




21 If for any reason the Main Contractor's employment under the Main Contract is
determined (whether by the Main Contractor or by the Employer and whether due to
any default of the Main Contractor or otherwise,) then the employment of the Sub
Contractor under this Sub-Contract shall thereupon also determine and the Sub
Contractor shall be entitled to be paid:
(i) The value of the Sub-Contract Works completed at the date of such
determination, such value to be calculated according to clause 10 of this
Sub-Contract.
(ii) The value of work begun and executed but not completed at the date of
such determination, such value to be calculated according to clause 10
of this Sub-Contract.
(iii) The value of any unfixed materials and goods delivered upon the site for
use in the Sub-Contract Works the property in which has passed to the
Employer under the terms of the Main Contract.
(iv) The cost of materials or goods properly ordered for the Sub-Contract
Works for which the Sub-Contractor shall have paid or of which he is
legally bound to accept delivery. On such payment by the Main
Contractor any materials or goods so paid for shall become the property
of the Main Contractor.
(v) Any reasonable cost of removal from the site of his temporary buildings,
plant, machinery, appliances, goods and materials.
22 In the event of any dispute or difference between the Main Contractor and the Sub-
Contractor, whether arising during the execution or after the completion or abandonment
of the Sub-Contract Works or after the determination of the employment of the Sub-
Contractor under this Sub-Contract (whether by breach or in any other manner), in
regard to any matter or thing of whatsoever nature arising out of this Sub-Contract or
in connection therewith, then either party shall give to the other notice in writing of
such dispute or difference and such dispute or difference shall be and is hereby referred
to the arbitration of such person as the parties hereto may agree to appoint as Arbitrator
or failing such agreement as may be appointed on the request of either party by the
President or Vice-President for the time being of The Hong Kong Society of Architects
co-jointly with the Chairman or Vice-Chairman for the time being of the Royal Institu¬
tion of Chartered Surveyors (Hong Kong China Branch) and in accordance with
and subject to the provisions of the Arbitration Ordinance No. 22 of 1963 or any statutory
modification thereof for the time being in force, and in either case the Award of such
Arbitrator shall be final and binding on the parties.
Arbitration.
Provided that such Arbitrator shall not without the written consent of the Architect or
the Main Contractor and in any case of the Sub-Contractor enter on the arbitration
until after the completion or abandonment of the Main Contract Works, except to
arbitrate upon the question whether or not a certificate has been improperly withheld
or is not in accordance with the terms of the Main Contract.
And Provided further that in any such arbitration as is provided for in this clause any
decision of the Architect which is final and binding on tne Main Contractor under the
Main Contract shall also be and be deemed to be final and binding between and upon
the Main Contractor and the Sub-Contractor.
IN WITNESS WHEREOF the parties hereto have hereunto set their hands
the day and year first above written.
Signed by the above-named Main
Contractor in the presence of
Signed by the above-named Sub
Contractor in the presence of
APPENDIX
PART I
First Recital Particulars of the Works (being a part of the Works comprised in the




Description of work Completion period









Percentage of Certified Value Retained
'Limit of Retention Fund HK$
•Footnote: The Percentage of Certified Value Retained and the Limit of
Retention Fund should be commensurate with the Percentage
and Limit in the Main Contract.
For Office Use
Title of Main Contract...
Sub-Contract for..
Dated.. ..19...
FOR USE WHERE THE SUB-CONTRACTOR IS
NOMINATED UNDER THE STANDARD FORM OF





Issued under the sanction of and approved by
The Hong Kong Institute of Architects.
The Royal Institution of Chartered Surveyors
(Hong Kong 8c China Branch).




SAMPLE OF THE DEALER'S AGREEMENT
world leader in air conditioning
and heating technology
Dealer's Agreement
AN AGREEMENT made the day of
One thousand nine hundred and eighty
Between
a company incorporated in
office at
and having its registered
(hereinafter called the Company which expression shall where the context so allows include the assigns
of the Company) of the one part And
(hereinafter called the Dealer which expression shall where the context so allows include the permitted
assigns of the Dealer) of the other part.
Duration.
WHEREBY IT IS AGREED AND DECLARED between the parties
hereto as follows:—
1. This Agreement shall come into force on the date of this Agreement and
shall continue for a period of one (1) year and thereafter from year to year
SUBJECT TO the provision for termination hereinafter contained.
Products. 2. The Dealer agrees to purchase from the Company and the Company agrees
to sell to the Dealer subject to the terms and conditions hereof all products as
listed in Appendix 1 (hereinafter called the Products) annexed hereto and the
Dealer shall have the right to promote sell install and senice the Products.
Territory.
Relationship.
3. The Dealer shall sell the Products only in the territory referred to in
Appendix 2 (hereinafter called the territory) annexed hereto.
4. The relationship between the Company and the Dealer is that of seller
and buyer respectively and it is hereby declared that this Agreement shall not be
construed as constituting the Dealer as agent of the Company for any purpose
whatsoever.
Payment 5. The Dealer Agrees to pay for the Products ordered and accepted by it in
accordance with the terms as set. out in Appendix 4 which may be changed by
the Company from time to time.
Reserved
Selling.
6. It is the desire and intention of the Company that the Dealer shall handle
sales of the Products within the scope of this Agreement intended for installation
or use in the Dealer's territory PROVIDED THAT the Company shall reserve
the right to quote and accept orders from buyers direct.
Duties of
Dealer.
7. The Dealer HEREBY UNDERTAKES AND AGREES with tire Company
that it will at all times during the continuance in force of this Agreement observe





















(a) WILL NOT incur any liability on behalf of the Company or in any way
pledge or purport to pledge the Company's credit or accept any order or make






(b) WILL NOT extend any further product warranties other than those
specified by the Company.
(c) WILL NOT be interested either directly or indirectly in the design,
manufacture, or sale of any products which compete or conflict with or which
may be used in substitution for the Products.
(d) WILL sell the Products in the same condition as they are received by it
and shall not alter remove or in any way tamper with any of the trade marks or
other marks or numbers on the Products.
(e) WILL use at all i times their best endeavour to promote and extend sales
of the Products throughout the Territory to all potential purchasers thereof
and work diligently to obtain orders in conformity with marketing plans and
policies of the Company.
(f) WILL actively advertise and promote within the said territory the sale of
the products the Dealer is authorised to sell.
WILL also participate in a Co-operative Advertising programme which
may be revealed or revised yearly the details of which are specified in Appendix
3 annexed hereto.
(g) WILL install and service the Products sold in accordance with instructions
and specifications supplied by the Company.
(h) WILL establish and maintain a suitable place of business, workshops,
service department with repair facilities and mobile transport to the satisfaction
of the Company.
(i) WILL at all times maintain a proper records of:—
(i) the specified Products and spare parts thereof.
(ii) name and address of each purchaser of the Products.
(iii) date of purchase.
(iv) serial number of equipment.
(v) services carried out by the Dealer and other important details.
(j) WILL identify the Dealer's place of business by conspicuously displaying
the Company's principals' signs and trade marks in show rooms, workshops and
on trade vehicles belonging to the Dealer and in advertisements. The Dealer
will not use the trade marks or the trade names except as may be necessary for
the promotion, sale and service of the Products.
(k) WILL promptly bring to the notice of the Company any information or
enquiries received by the Dealer for air-conditioning or other Products which
the Dealer is not authorized to sell and deal with any projects which are
outside the scope of the Dealer's organization to handle and to pass any
informations which is likely to be of interest, use of benefit to the Company
in relation to the marketing of the Products in the Territory.
(1) WILL keep full proper and up to date of accounts and records showing
clearly all transactions and proceedings relating to the dealership and will
allow the authorized officers of the Company to have access to the said books
and records at all reasonable times during business hours and to take such
copies thereof as they may require and will also submit to the Company weekly
sales reports supplied by the Company together with the profit and loss state¬
ments or other financial reports as may be requested by the Company.
8. The Company HEREBY UNDERTAKES AND AGREES with the Dealer
as follows:—
(a) To supply to the Dealer at no costs (other than shipping charges)
reasonable quantities of promotional material, product information and other
relevant literature.
(b) To supply to the Dealer price and data sheets containing the Products
the Dealer is authorised to sell.
(c) Shall sell the Products to the Dealer at the Company's published whole¬
sale price subject to the terms and conditions herein contained and to the
























(d) To hold from time to time training courses for the salesmen, engineers
and service personnel of the Dealer and the Dealer agrees to actively parti
cipate in these programmes.
9) The Company and the Dealer will co-operate in the planning of the re¬
quirements of the dealer for the Products so that the Dealer shall have
at all times sufficient stock to fulfil the current orders.
10) The parties hereto may at any time during the continuance of this
Agreement agree upon and execute a fresh appendix which shall be
attached to this Agreement or form part thereof.
11(a) The Company nor the manufacturer or the Products shall not be liable
for any consequential or other damages nor be subject to other claims,
expenses or costs, resulting from the installation or use of the Products
or parts thereof supplied under this Agreement or otherwise nor shall the
Company or the manufacturer of the Products be liable for any loss or
injury to the property or person of the Dealer, Sub-Contractors, or the
users.
12. The Dealer shall NOT ASSIGN or purport to assign the benefit of this
Agreement without prior consent in writing of the Company.
13. Either party hereto shall have the right to determine this Agreement by
giving not less than two (2) months' notice in writing to the other.
14. The Company shall have the right at any time during the continuance of
this Agreement by giving notice in writing to the Dealer to terminate this
Agreement forthwith in any of the following events:—
(a) If the Dealer shall commit any breach of the terms and conditions of
the Agreement.
(b) If being a limited company, the Dealer enters into liquidation whether
compulsorily or voluntarily otherwise than for the purposes of amalgamation or
reconstruction.
(c) If being a partnership firm, if any of the members of the firm become
bankrupt or insolvent or enter into any arrangement with their creditors or take
or suffer any similar action in consequence of debt or if the firm shall be
converted into a limited company.
(d) If the Company shall have received a notice of termination of its right
or distributorship by the Principal of the Company.
15. In the event of this Agreement being terminated or determined as afore¬
said, the Company shall have the tight either directly or indirectly to negotiate
and conclude sales within the Territory including sales which the Dealer shall
have commenced to negotiate before notice of termination shall have been
given.
16. Upon the termination of this Agreement from any cause or at any time
previous to any such termination at the request of the Company, the Dealer shall
promptly return to the Company without costs all information or records
requested by the Company relating to the business of the Dealer for the
Products.
17. The Dealer undertakes that it will not at any time after the making of
this Agreement divulge any information in relation to the Company's affairs or
business or method of carrying on business, and all information, plans, data,
drawings, price books, trade secrets, advice, assistance and other records and
supplies furnished by the Company to the Dealer for the Dealer's use are to be
kept confidential by the Dealer at all times, and to as great a degree as
practicable shall be returned to the Company on the termination of this
Agreement.
18. Any notice required to be given hereunder shall be sufficiently given
to the Dealer if forwarded by registered or ordinary post at the last known
postal address or the registered office of the Dealer.
Every notice shall be deemed to have been received and given at the time when
in the ordinary course of transmission it should have been delivered at the
address to which it was sent.
AS WITNESS the hands of the Parties hereto the day and year first
above written.
SIGNED by
of and on beftalf of
in the presence of:—
SIGNED by the abovenamed
Dealer in the presence of:—
1) This Appendix No. 1 dated this
between
and is hereby agreed and becomes
a part of, and is to be read in conjunction with, the Dealer's Agreement between the said two parties dated
PROUDCTS:
ACCEPTED
Appendix to Dealer's Agreement
1) This Appendix No. 2 dated this
between
and is hereby agreed and becomes
a part of, and is to be read in conjunction with, the Dealer's Agreement between the said two parties dated
TERRITORY:
ACCEPTED
Appendix to Dealer's Agreement
1) This Appendix No. 3 dated this
between
and . is hereby agreed and becomes





1) This Appendix No. 4 dated this
between
and is hereby agreed and becomes
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CARRIER DEALERS CO-OPERATIVE ADVERTISING AND
ALES PROMOTION (ASP) POLIC
REGION: HONG KONG AND MACAU
1-0 ADVERTISING POLIC'
1-1 INTRODUCTION
This Co-op Advertising and Sales Promotion Policy takes effect
immediately and will remain in effect until further notice.
1-2 ADVERTISING BY DEALERS
• Identifies the CARRIER Dealer as a source of CARRIER product.
- Points out the convenience, economies and other advantages of
buying CARRIER brand from you.
- Recalls to the consumer the benefits of CARRIER brand- now.
• Tells the consumer how and where to buy it.
• Creates an atmosphere conducive to selling effectiveness.
• Promotes your Company image.
• Identifies you as an expert in air-conditioning in your own
selling area.
1-3 REGIONAL ADVERTISING BY CARICOR (HK) LTD.
Creates an awareness of CARRIER brand among prospective
customers who are most likely to buy.
Stresses the benefits of CARRIER brand to these prospective
customers.
Reminds prospective customers to consider CARRIER brand when
the time comes to buy- either now or in the future.
Qualifies CARRIER brand as the leader.
Provides a background for the atmosphere conducive in selling
effectiveness which has been created at the retail level by
regional advertising program
Advertising PolicySubject




1. In order to qualify for Co-op in any Advertising and Sales
Promotion (ASP) activities, a Dealer must participate in the
Caricor Hong Kong-Dealer Co-operative Advertising Program,
which is aimed at promoting the Dealer company. The dealer
will select any one program starting from $1,000.00, strictly
for scheduled media advertising throughout the fiscal year.
Caricor Hong Kong will pay one-half (50%) of the media costs
of the program. Our advertising agency will be responsible for
the preparation, production and implementation of the program
through the media recommended. Any balance will be spent on
further advertising or sales promotion activities and will not
be allowed to carry forward to the following fiscal year unless
due to exceptional circumstances and agreed by Caricor Hong Kong
There will be no refund of any balance.
2. A participating Dealer will be eligible to other ASP allowance
on a 50/50 basis.
3. The total maximum allowable Co-op credit (Caricor Hong Kong-
Dealer Co-op Advertising Program plus other ASP activities)
available to any one Dealer will be one percent (1.0%) on the
nett CHK sales to Dealer on all CARRIER equipment in the previous
year. For a new Dealer, his maximum allowable co-op credit
will be reviewed at the time of his appointment but it will
not exceed 1.0% of his budget for the fiscal year. All
exceptional cases will be reviewed on a case by case basis.
4. Yellow Pages (Chinese and English)
Caricor Hong Kong reserves the right to either:-
(a) Pay for the cost of a one-sixteenth page Caricor Hong Kong
approved Dealer advertisement in the Yellow Pages,
OR
(b) Insert an advertisement in the Yellow Pages listing
all the Dealers' names and addresses free of charge to
all Dealers.
In either case, there shall be no further co-op on other
Dealer advertisement in the Yellow Pages
1-5 ACTIVITIES ELIGIBLE FOR ADVERTISING, SALES PROMOTION CO-OP
ALLOWANCES
Applications for all ASP Co-op allowances will be carefully
audited to make sure credit is granted only to those activities
which are eligible for reimbursement.
Subject Advertising Policy
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The following ASP activities are eligible for co-op allowances:-
1. Print media advertisements.
2. Radio, television and cinema commercial.
3. Outdoor advertising for billboards, job site signboards, bus-
stops, posters bus-backs, time and/or temperature indicators.
4. Illuminated Carrier signs installed either inside or outside
your place of business providing it is prominently displayed.
5. Showroom/show window displays- only the cost of signs, banners,
decals and other decorating materials purchased from Caricor Hong
Kong or produced locally. Any showroom/show window display
undertakings are subject to prior approval by Caricor Hong Kong
for co-op purposes.
6. Sign painting of vehicles- Caricor Hong Kong will contribute
50% towards only the cost of sign painting the Dealers' vehicles
or up to a maximum of HK$1,500.00 per vehicle, whichever amount
is smaller, provided such painting is in accordance with the
Carrier Standard Design (please see Appendix) and prior approval
must be obtained from Caricor Hong Kong.
7. Exhibitions and Trade Shows- the cost of renting space for
exhibitions and trade shows related to the air-conditioning
industry providing the Carrier products and identification
materials are prominently displayed. In cases where products
other than Carrier products are also exhibited, Caricor Hong
Kong will only pay a share of the rental cost based on the
amount of space devoted to exhibiting Carrier products. Prior
approval of Caricor Hong Kong must be obtained.
8. Direct Mail Advertising- the costs incurred in the preparation
for and the printing of items for use in direct mail advertising.
Any direct mail campaign must.be approved by Caricor Hong Kong.
1-6 ELIGIBILITY CRITERIA
The eligibility for Co-op allowances of the above activities are
subject to meeting the following conditions:-
1. Any media advertisement, pamphlet, outdoor (roadside) billboard,
poster, sign, display cars, banner or other visual ASP activiti(
should:-
(a) Have the standard Carrier Oval appear at least one-sixth
of the width of the total advertisement or finished piece,
except that in double-page (spread) Advertisements, the
oval should be at least one-sixth the width of a single
page. Classified telephone director advertisements are
exempted from this requirement.
Subject: Advertising Policy
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(b) Have the phrase World's Leading Air-Conditioning Heating
Technology appear to the immediate left side of the standard
Carrier oval (please refer Appendix). The words must be spelt
out in full.
(c) Have the standard Carrier oval or phrases (Carrier
logotype) stand by themselves. The Carrier oval must
not be made part of any sentence. The logotype must not
be placed near any other name or logotype.
(d) Have at least one message extolling the superiority of
a product or service feature included.
2. Any advertisement through radio, rediffusion, commercial or
other audio ASP activities should:-
(a) Have at least one mention of the name Carrier and the
Phrase World's Leading Air-Conditioning Heating
Technology
(b) Have at least one message extolling the superiority of
a product or service feature included.
3. Any advertisement through television or cinema commercial or
other audio-visual ASP activities should:-
(a) Have the standard Carrier oval appear at least one-sixth
of the width of the viewing surface.
(b) Have the phrase World's Leading Air-Conditioning Heating
Technology appear to the immediate left side of the
standard Carrier oval.
(c) Have the name Carrier and the phrase World's Leading Air-
Conditioning Heating Technology mentioned at least once
in the audio portion of the message.
(d) Have at least one message extolling the superiority of the
product and service feature included.
1-7 ACTIVITIES NOT ELIGIBLE FOR CO-OPERATIVE ADVERTISING ALLOWANCE
1. Any claim which does not conform to the eligibility criteria.
2. Any claim submitted by anyone other than an authorised Carrier
dealer.
3. Any preparation, execution or other costs for an advertisement
which uses the Carrier oval in a sentence.
4. Any advertising which does not include a Carrier product,
feature or service message.
5. Any advertising designed to recruit employees.
6. Any technical or training literature, price and data books,
slides, charts, video tapes, films, etc. whether produced
locally or elsewhere.
Subject: Advertising Policy
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7. Any gift articles or advertising specialities such as pens,
matches, lighters, calendars, ashtrays, greeting cards etc.
8. Any postal charges and costs incurred in addressing and
distribution of direct mail promotional materials etc.
9. Any printing costs for all types of stationery items such
as letterheads, envelopes, note pads, business cards,
presentation folders, training and employment.
10. Any salary, travel, transportation, lodging, subsistance or
entertainment expense.
11. Any telephone usage, rental or installation expense.
12. Any duties, tariffs, import taxes, licence f es or similar
charges.
13. Any utility charges for electric service, gas, water etc. for
use in advertising signs.
14. Any costs resulting from sponsorship of athletic or team
events.
15. Any uniforms or other items.
16. Any costs relating to meetings, seminars, training sessions,
workshops or conventions.
17. Any costs for purchase or rental of projectors, tape recorders,
television equipment, blackboards, screens, tables, chairs or
any other furniture or equipment.
18. Any donations of Carrier equipment or services.
19. Any costs for translation services.
20. Any advertising that includes logotypes or names of other
manufacturers products in the same advertisement.
21. Any costs involved in the preparation or placement of publicity
releases.
22. Any Carrier equipment used for display purposes.
1-8 STANDARD
Each Carrier Dealer must maintain the highest attainable ethics
and standards in the conduct of any advertising, sales promotion
and publicity activity, regardless of the extent of the monetary
contributions made by Caricor Hong Kong to meet the above activities.
Subject: Advertising Policy
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Caricor Hong Kong will not engage or participate in, nor will
endorse any Dealer advertising and sales promotion which in the
opinion of Caricor Hong Kong is or can be construed to be false,
fictitious or misleading, including deceptive pricing and false
claims of product or service features, price reductions, customer
savings, etc.
Caricor Hong Kong disclaims any liability for any advertising,
sales promotion and publicity created, published or otherwise
executed by Carrier Dealers which results in Government action.
Caricor Hong Kong will not endorse, or support any long term
advertising and sales promotion contracts with any type of
advertising media companies, suppliers advertising agency,
municipalities, etc. which extend beyond the last day (November 30)
of the fiscal year.
1-9 REPORTING PERIOD
(a) Application for ASP Co-op allowances should be filed on a
quarterly basis as follows





December 1- February 28
March 1- May 30
June 1- August 31





After the above dates, applications for co-op credits will
not be accepted. For example, applications pertaining to
advertising activities implemented during December 1 through
February 28 period will not be accepted after April 1.
(b) All claims for ASP Co-op allowances must be properly filled
out. Each claim must:-
i) Contain the company's name and address and date of claim.
ii) Contain an itemized list of activities for which claim
is being submitted.
iii) Be accompanied by tear-sheets of the advertisements and
receipted bills from advertisers together with claim
invoices. In the case of claims covering outdoor signs,
billboards, displays, exhibits, vehicle painting, a
photograph must be included.
iv) Applications which are not properly filled out or which
are not accompanied by the necessary receipted invoices
•will not be processed until documents are received.
Subject: Advertising Policy
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T R A I N I N G
1-0 TRAINING POLICY
1-1 TRAINING COURSES
Caricor Hong Kong will conduct Engineering, Service, Product and
other training courses to meet the requirements of the Dealers.
Training courses will be conducted in Hong Kong, Singapore and
Syracuse. Generally these courses will be held in accordance with
the annual training calendar.
1-2 TUITION FEES
Generally, training courses are provided at no charge to the Dealers.
However, there are times when, due to course contents, we are forced
to charge a nominal fee to cover costs of texts and materials. When
a charge is made, the Dealers will be advised. If a fee is chargeabl
it must be paid before the starting of the course. Information on
how tuition billing is to be handled must be specified on the
application.
1-3 REGISTRATION
Dealers will be given prior notice as to when each course will be
conducted. Registration must be made on prescribed application
forms completed by the student and approved by the Dealer. All
applications must be received before the specified closing date.
1-4 RESERVATIONS
Reservations are made on the first-come-first-serve basis. If a
space in the requested course is available, Caricor Hong Kong will
immediately confirm the space by letter. On the other hand, if
space in the requested course is no available, the name of the
applicant is placed on the waiting list and the Dealer will be so
notified.
Since requests for space are usually more than the availability
of seats in the course, it is suggested that completed, approved
applications be sent in as far in advance as is feasible. No
tentative reservations will be entertained.
1-5 PRIORITY
Priority will be given to the following:-
(a) Dealer personnelCaricor Hong Kong
(b) All others (consultants, customers, government agencies, etc.)
Subject: Training Policy
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1-6 CANCELLATION
If cancellation notices are received 14 days prior to the scheduled
class, full tuition fees will be refunded. Late cancellations are
subject to forfeiture of fee.
Caricor Hong Kong reserves the right to change class dates or cancel
classes as circumstances require.
1-7 OTHER EXPENSES
All travel and living expenses are for the account of the student.
Caricor Hong Kong will be glad to arrange for hotel accommodation on
behalf of the student.
1-8 IN-JOB ENGINEERING TRAINING AT CARICOR HONG KONG
Where Dealer staff are sent to Caricor Hong Kong for in-job
engineering training, Caricor Hong Kong will subsidise the Dealer
employee's salary up to a maximum of HK$1,500.00 per month, or
50% of his salary whichever is the smaller amount.
Dealers wishing to send employees for in-job training must make
application to our Training Officer at least one (1) month in
advance of the date they anticipate the employee will be available.
The Training Officer will then advise the Dealer if the time is
suitable, or if not will suggest an alternative suitable date.
Trainees will be continually assessed as to their capabilities
during training and where a Trainee is found to be below the
minimum standard required, the Dealer will be advised and requested
to remove said Trainee from the program.
All expenses for Trainee under this In-Job program are for the
Dealer's account.
1-9 OTHER INFORMATION
All requests for further information should be directed to the
Training Officer.
Subject: Training Policy
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F I N A N C I A L
DEALER ACCOUNTS
1-1 GENERAL POLICY
The Caricor Hong Kong Policy on Dealers' Account is payment within
60 days, failing which an interest charge of 3% above Hong Kong Bank
prime rate per annum is invoked. Further, if payment is not received
within 60 days, further supplies may be suspended.
1-2 CASH DISCOUNTS
No cash discounts will be available.
1-3 BILLINGS ON BEHALF OF DEALER
If it is mutually agreed between the dealer and Caricor Hong Kong Ltd
to bill client on his behalf, an administration fee of 1% on cost of
equipment supplied by Caricor Hong Kong Ltd will be levied. This fee
will reimburse Caricor Hong Kong for cost in invoicing, collection of
monies and follow-up of action if required. Dealers will be kept
informed by duplicate copies of invoices and correspondence until the
account is finalised.
1-4 SPECIAL ACCOUNTS
Where it is considered in the interest of Caricor Hong Kong and the
dealer to help the dealer on large jobs, special accounts will be
open to dealers. These jobs will be looked at on a job-to-job basis.
Where no special terms and conditions are negotiated, this special
account will be considered as part of the normal dealer's account.
Subject: Dealer Accounts
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TERMS AND CONDITIONS OF SALE
1-1 TERMS OF SALE
Ex-stock Materials and/or equipment are supplied Ex-Caricor Hong Kong:
Shatin or other godowns or agencies inclusive of supplier's standard
packing, unless otherwise specified.
Any charges will be noted on quotation form or on price pagE
1-2 PRICES
Prices are subject to change without notice. Refer to our pricing
policy for specific details.
1-3 PAYMENT
All payment shall be made by the dealer to Caricor Hong Kong in
local currency, free of expense to Caricor Hong Kong for any
collection charges or otherwise in accordance with the payment
terms set at the time of acceptance of order.
1-4 FORWARDING
Caricor Hong Kong will at written request of dealer and at dealer's
expense, arrange for forwarding services, insurance and such other
services as dealer may require. Payment for such services to be
prearranged by dealer.
1-5 DELIVERY
All oraers placed with Caricor Hong Kong must clearly stipulate
the exact date or month the equipment and/or materials are
required to be delivered. Delivery dates acknowledged are Caricor
Hong Kong's best estimates as of the date materials and/or equipmen
will be available for delivery. Orders for equipment and/or
materials, that are available for delivery as acknowledged but are
not taken by the dealers after the acknowledged delivery date,
will be treated as cancelled and a 20% cancellation charge will
be applied. Extended delivery will only be considered upon receipt
of written request from dealer clearly stating the reason for the
request and is subject to the approval of Caricor Hong Kong.
1-6 PARTIAL SHIPMENT
Caricor Hong Kong reserves the right to deliver any portion of the
materials and/or equipment ordered and to bill dealer therefor, and
dealer agrees to pay for same upon notification that the materials/
equipment is ready for delivery notwithstanding the fact that dealer
Subject: Terms Conditions
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may be unable to receive or provide suitable storage space for any
such partial shipment or that materials andor equipment cannot
be delivered due to conditions beyond the control of Caricor Hong
Kong. In any such event the portions of materials andor equipment
still billed will be stored at dealer's risk and expenses, including
all demurrage charges incurred.
1-7 SUBSTITUTION
Should conditions render unavailable any material or product specified
in the order or otherwise required in order to fulfill the order, a
substitute deemed by Caricor Hong Kong to be suitable for the
intended purpose will be supplied. In the event that such substitu¬
tion is not practicable, Caricor Hong Kong 's obligation hereunder
shall, upon notification mailed, cabled or telephoned to dealer
either prior or subsequent to acceptance, be suspended until such
time as the unavailable material or product or such suitable
substitute can be supplied and price adjusted accordingly.
1-8 CANCELLATIONS
Any order may be cancelled by the dealer only with the consent
of Caricor Hong Kong and upon payment of 20% cancellation charges.
In the event of any national emergency which shall delay or postpone
the completion of the manufacture or delivery of any material andor
equipment ordered from Caricor Hong Kong, it is agreed that at the
option of the dealer the order may be either cancelled in accordance
with Caricor Hong Kong's terms or may be kept on Caricor Hong Kong's
books and completed at some later date at an adjusted price.
1-9 PROPERTY
All drawings and data furnished by Caricor Hong Kong shall remain
its property, and shall be deemed imparted by Caricor Hong Kong
confidentially for the sole use of dealer exclusively in connection
with material andor equipment ordered. Such drawings and data
will be submitted to dealer by Caricor Hong Kong when required by
dealer, and shall be returned to Caricor Hong Kong office as
expeditiously as possible. Dealer will not unreasonably delay
furnishing Caricor Hong Kong with all information reasonably
required by Caricor Hong Kong in order to complete shipment of
the materials andor equipment ordered.
1-10 LIABILITY
The liability of Caricor Hong Kong shall be limited as herein
provided and in no event shall such liability include special,
indirect or consequential damages of any nature whatsoever. In
no event shall Caricor Hong Kong be liable for delays in delivery,
when such delays are occasioned by conditions beyond its reasonable
control including but not limited to material shortages, strikes,
floods, acts of God, freight embargoes etc.
Subject: Terms Conditions
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E N G I N E E R I N G
891-0 ENGINEERING ASSISTANCE
1-1 ENGINEERING FEES
(1) Subject to the approval of the Dealer Manager, Dealers may
send tender documents, drawings etc. to Caricor Hong Kong for
engineering, design and equipment selection. For this service
Caricor Hong Kong will charge on the following basis:-
(a) On those jobs with a total equipment cost of up to
HK$200,000.00 a fee of 1-1/2% of the total equipment cost.
(b) On those jobs with a total equipment cost in excess of
HK$200,000.00 a fee of 1% of the total equipment cost.
(2) The engineering fee will be applicable irrespective of the
success or otherwise of the subsequent Dealer bid.
(3) At the discretion of the Dealer Marketing Manager, engineering
fees may not be applicable in those cases where a Dealer has a
Trainee under training with Caricor Hong Kong for more than 30
days, and while such Trainee continues to be under Caricor Hong
Kong control.
1-2 TECHNICAL ASSISTANCE
Caricor Hong Kong will provide technical assistance at no charge
to the Dealer.
Technical assistance is described as that service rendered when a
Dealer has designed a system and selected his own equipment and
requests Caricor Hong Kong to confirm that such design and selectiol
is practical, or requires advice as to the most economical selectioi
of equipment to use for a particular application or advice as to the
style his design should take.
Subject: Engineering
Assistance
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1-0 WARRANTY POLICY
1-1 STANDARD PRODUCT WARRANTY- GENERAL TERMS
1. The Carrier Standard Product Warranty includes parts and
components manufactured by others when built-in by Carrier as
part of a product bearing the Carrier nameplate.
2. The Carrier product warranty does not include filters, strainers,
driers, belts, plastic, glass or refrigerant.
3. Carrier and Caricor Hong Kong as distributor will not assume
contingent liability.
4. Failure due to accident, misuse or abuse is not covered by the
Carrier product warranty.
5. Any damage caused by replacement with a part not supplied or
designed by Carrier constitutes abuse and is not covered by
the Carrier product warranty.
6. Failure due to deviation from recommended application, system
design, installation and service practices will be considered
abuse and are not covered by the Carrier product warranty.
7. The removal or absence of a nameplate or other identifying
information from a product, base unit, component or part renders
the warranty null and void.
8. Failure to submit correctly completed warranty cards will render
the product warranty null and void.
9. Correctly completed warranty cards must be returned to Caricor
Hong Kong within fourteen days of date of installation.
10. Negligence constitutes abuse and is not covered by the Carrier
product warranty.
11. Any damage or equipment failure due to corrosion or erosion
is not covered by the Carrier Product Warranty.
12. The Carrier Product Warranty does not cover labour cost involved
in removal of defective part or installation of new part, or any
service charge.
1-2 SERVICE PARTS WARRANTY- GENERAL TERMS
The Carrier service parts warranty applies to all Carrier s£jecified
service parts and assemblies upon presentation of satisfactory
evidence that the part or assembly is within warranty, with the
following exceptions
1. Service parts furnished as replacement on an in-warranty
Subject: Warranty Policy
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product will automatically acquire only the unexpirea poruon
of the warranty on the product.
2. Caricor Hong Kong reserves the right to furnish reworked parts
for service and replacement.
3. Caricor Hong Kong reserves the right to replace defective parts
of an assembly rather than the complete assembly.
4. Service parts not properly applied constitutes abuse, and are
not covered by the service parts warranty.
5. Negligence constitutes abuse and is not covered by the service
parts warranty.
1-3 EFFECTIVE DATE OF STANDARD PRODUCT WARRANTY
Caricor (HK) Limited will honour the Carrier Standard Product
Warranty within one of the following periods whichever constitutes
the shortest:-
(a) one year from the date of first installation.
(b) 12 months from the date of delivery from Caricor (HK)OR
Ltd.
(c) 18 months from the date of shipment from the country ofOR
origin in the case of Heavy Equipment.
Date of first installation is defined as the time when product i,s
placed, piped, wired and in a condition ready for operation.
The installation date thus established shall be the basis for the
issuance of all in-warranty credits or replacements against in-
warranty claims pursuant to conditions as stipulated.
1-4 EXTENDED PROTECTION PLAN - ROOM AIR CONDETIONER
Unless specifically stated otherwise, an optional five year
protection plan is in effect on all 51 series room air conditioners
This plan supplements the standard product warranty and covers only
the motor compressor.
WARRANTY EXTENSION FOR HEAVY EQUIPI'LENT
Caricor (HK) Ltd. offers two (2) types of Warranty Extension on
Heavy Equipment as follows:-
(a) Extended Standard Warranty
This covers a period of 12 months from the date of
installation or 36 months from the date of shipment from t
country of origin whichever occurs first. The cost of thi
warranty extension is 1% of the invoicing price of the
machine.
Subject Warranty Polic:
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92(b) Extended Operational Warranty
This covers a period of 24 months from installation or 36 months
from the date of shipment from the country of origin whichever
occurs first. The cost of this warranty extension is 3% of the
invoicing price of the machine.
Application for the above extension should be made in writing to
Caricor Hong Kong Ltd. before the date oz machine start-up.
1-5 EFFECTIVE DATE OF SERVICE PARTS WARRANTY
Caricor Hong Kong will honour the Carrier service parts warranty
for a period of one year from date of replacement or within 15 months
from date of delivery from Caricor Hong Kong, whichever period is
shorter. This policy is applicable only to service parts replacement
which is already out of the standard product warranty or out of the
extended protection plan.
1-6 CUSTOMER SURVEYS
Caricor Hong Kong reserves the right to contact and survey customer
who have had warranty service performed to determine quality of
service performed and to check the accuracy of the return material
report.
1-7 TRANSPORTATION- RETURN- MATERIAL
zeturn transportation of materials covered by the one year warrant,
is the responsiblity of the dealer. Dealer is to ship materials
freight, duty, etc. prepaid to the point of original issue unless
field scrapping is authorised.
1-8 WARRANTY DETERMINATION
Warranty periods should be strictly adhered to. Where the serial
number of the date code raises a doubt of warranty status, Caricor
Hong Kong reserves the right to void the warranty of such unit.
1-9 IN-WARRANTY RETUR?
No credit will be issued for in-warranty materials which is not
found to be defective. Such materials will be returned to dealer
or scrap at Caricor Honig Kong 's option. Caricor Hong Kong reserve
the right to apply a handling charge to minor cost of inspection
and handling.
1-10 TRANSFER OF WARRANTY
The standard product warranty may not be transferred or assigned
from one customer to another except by special endorsement from
Caricor Hong Kong.
Where special authorization is granted, only the unexpired portion
of the original warranty or replacement plan can be passed on to the
new owner.
Subject: Warranty Policy
Page: 3 of 6
Effective Date: 1.5.82
931-11 PRODUCT RECALL OR MODIFICATION
To provide customer protection and satisfaction as well as to
satisfy the various consumer agencies, it may be necessary to
locate equipment.for Recall or Modification purposes where safety
hazards or other deficiencies exist.
The combined effort of Carrier, Caricor Hong Kong, and dealer are
required in order that units may be located at the user level on
demand. Each party in the chain of distribution must have the
ability to trace their sales or other disposition of each individual
unit.
1-12 ON-THE-JOB REPAIRS
On-the-job repairs is defined as a repair made to a part or assembly
in lieu of replacement of the part, assembly or portion thereof by
Caricor Hong Kong. Caricor Hong Kong may authorize on-the-job repair
of an in-warranty part or assembly, in lieu of its replacement,
when such procedure will better serve the customer. Reimbursement
for the on-the-job repair shall be at Caricor Hong Kong's discretion
unless advance authorization is secured in writing from Caricor
Hong Kong.
1-13 DEAD ON ARRIVAL (DOA CLAIMS)
Caricor will pay dealer up to a maximum of 8U% of the labour cost
for putting DOA equipment in normal operating condition subject to
the following stipulations:-
1. Proper application, installation, and start-up procedure must
have been followed on the job.
2. Defective parts and components will be replaced by Caricor Hong
Kong under the terms of Carrier product warranties.
3. The payment of DOA cost by Caricor Hong Kong shall be limited
to failure to function normally at start-up because of defects
in those parts of the refrigerant circuit manufactured by Carrier.
4. Labour to replace parts other than those in Carrier supplied
parts of the refrigerant circuit are considered to be dealer
responsibility.
5. Excessive labour cost due to job conditions that make the
equipment unusually inaccessible, or otherwise difficult to
service, is not covered under this policy.
6. Caricor Hong Kong will not participate in DOA claims of less
than HK$200.00.
7. Rigging and overtime rates will not be allowed under this policy.
Subject: Warranty Polic:
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Caricor Hong Kong is not responsible for travel time to job
site and any other travel expenses.
8. All. DOA claims require the approval of Caricor Hong Kong before
work being commenced.
1-14 DEALER WARRANTY RESERVE
In today's business climate, it is imperative that all Service
problems be settled promptly. This requires that funds be available
for service adjustments. The dealer is expected to handle normal
expenses of this kind.
The amount the dealer establishes as a warranty reserve is up to
him. His historical records and estimate of need should dictate
his budgeting approach. (As a guide, 1-1/2 or 2% annual equipment
sales should be budgeted.)
1-15 DEALER RESPONSIBILITIES
1. Implement the terms and conditions of Caricor Hong Kong's
Carrier product warranties.
2. Conform with Caricor Hong Kong's Carrier product warranty
procedure.
3. Provide facilities, equipment, and capable well trained service
manpower as required to apply, install, and service Carrier
equipment in accordance with the manufacturer's instructions.
4. Communicate to his customers the exact protection provided,
and not provided by Carrier product warranties, as well as
instruction on proper operation and maintenance of their
equipment.
5. Maintain adequate records, files of installation dates, and
other pertinent information to support warranty claims.
6. Guarantee his own workmanship, and material and other equipment
not supplied by Caricor Hong Kong.
7. Provide warranty transportation and labour for period of the
warranty extended to his customer.
1-16 OWNERS OBLIGATIONS
1. Operate, clean and maintain his equipment in accordance with
Carrier's published "Operating and Maintenance" instructions.
2. Pay for all normal maintenance.
Subject Warranty Policy
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1-17 TERRITORIAL LIMITS OF LIABILITY
Room Air Conditioners of 51 series units sold to a dealer and then
exported to territories outside Hong Kong and Macau are not covered
by the five year protection plan. These units can only have the
one-year standard product warranty, with all the strict provision
that it entails.
1-18 SERVICE RESPONSIBILITIES- CARRIER PRODUCTS NOT SOLD BY A DEALER
A dealer is responsible for adequate service with reasonable charges
to the owners of all Carrier Products. Such service responsibility
shall include Carrier Products both iii and out of the Standard
Product Warranty of the Manufacturer.
1-19 WARRANTY REGISTRATION
Caricor will not accept warranty claims on a product without a
warranty card properly registered with Caricor Hong Kong. Correctly
completed warranty cards must be returned to Caricor Hong Kong
within fourteen (14) days after installation, with a covering
letter (in duplicate) giving the following details:-
Model No. Serial No. Installation Date
Upon receipt of the covering letter with the warranty cards, Caricor
Hong Kong will acknowledge receipt by signing and returning the
duplicate copy of the covering letter to the dealer. It is the
responsibility of the dealer to follow up with Caricor Hong Kong
if he has not received the acknowledgement from Caricor Hong Kong
within 14 days.
Warranty cards must be submitted to Caricor Hong Kong by an
authorised Carrier dealer.
1-20 EXCEPTIONAL CASES
Due consideration will be given to exceptional cases that require
deviation from the standard warranty policy. Special authorisation
must be obtained from Caricor Hong Kong before any work is commenced.
Subject: Warranty Policy




Prices are subject to change without notice.
Orders are priced upon receipt for stock items, and upon shipment for
non-stock items.
1-2 SERVICE PARTS ORDERS
Orders for Carrier service and replacement parts should be addressed
to:-
Caricor (Hong Kong) Ltd.
2F.f 1-7 Shing Chuen Road
Tai Wai, Shatin, N.T., H.K.
and marked for the attention of:-
Customer Services Department
To facilitate handling and ensuring selection of correct parts, the
complete part number and description together with the original
equipment model and serial numbers must be given. In the absence of
such information CHK cannot assume responsibility for error in
fulfilling orders.
Where part number and description do not agree, CHK will:-
(1) Ship urgent orders generally favouring the part description,
(2) Return routine orders for clarification.
CHK reserves the right to ship an approved substitute for the
specified part. Such substitution will be noted on the order.
Minimum Orders
Cost of orders processing make it necessary to issue a minimum
invoice of HK$100.00.
1-3 OBSOLETE PARTS
Parts are not normally stocked for units over eight years of age.
(Reciprocating compressor and built-up plant parts are carried for
a longer period).
CHK will, however, exert every effort to procure, or assist in the
procurement of parts for older products. All factors should be
carefully weighed before mojor parts replacements are made on
obsolete equipment.
Subject: Parts Sales Policy
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Consider these facts
(1) After a mojor expenditure a customer will still have an
obsolete piece of equipment.
(2) Job condition may have changed, requiring greater capacity.
(3) New equipment may reduce space requirements and improve
efficiency of system.
(4) Parts replacements may reduce the requirement for new
equipment sale.
Subject: Parts Sales Policy
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2-0 WARRANTY PROCEDURE
2-1 RETURN MATERIAL REPORTS
A properly completed return material report is needed to return
defective parts for credit. If necessary information is incorrect
or missing, a No Value notice will be issued. Errors in the
return material form will be stated on the face of the notice, and
no further action will be taken until a corrected return material
form is submitted by the Dealer. (attached).
The basis of claim must be stated as explicitly as possible. General
terms such as bad, defective, faulty and not working properly must
not be used.
2-2 AUTHORIZATION FOR RETURN
Authorization for return is required as follows:-
1. New and Unused Materials-Specific authorization must be secured
from CHK.
2. Complete Units- CHK will not accept the return of complete
units during the warranty period without prior authorization
from CHK.
3. Defective In-Warranty Parts or Components- Prior authorization
in this case is not required.
4. Repair and Return for Defective Out of Warranty Parts, Components
or Complete Units- Parts, components or complete units which are
out of warranty may be returned to CHK for repair subject to prior
authorization from CHK. Such repairs will be carried out at CHK's
prevailing price.
2-3 PACKAGING
Packaging of all return material must be adequate to prevent damage
in shipment even though parts are defective. The cost of repairing
any unrecoverable shipping damage will be charged back to the dealer.
2-4 TRANSPORTATION
Transportation charges must be prepaid on all return materials.
2-5 MISSING PARTS
Parts missing from any returned assembly will be charged back to
the dealer. The issuance of all credits will be based on material
actually received.
Subject: Warranty Procedure
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2-6 DAMAGED MATERIAL
If returned materials are received damaged due to accident, misuse,
or abuse, the dealer will be notified immediately. Disposal of the
damaged material will be made in one of the following ways:-
1. Return to the dealer who will be responsible for the
transportation charges.
2. Scrap
3. Salvage credit if applicable
2-7 MATERIAL NOT FOUND TO BE DEFECTIVE
Material not found to be defective and which our inspection reveals
meets established manufacturing and performance standards, will be
returned to the dealer who will be responsible for the transportation
charges.
2-8 TIME LIMIT FOR RETURNS
Defective parts must be returned to CHK together with the warranty
claim form for action. Unless defective parts are received, no
replacement parts will be issued to the dealer. All warranty
claims must be filed with CHK within 7 days of failure, beyond which
CHK reserves the right to void the claim.
2-9 RETURN MATERIAL REPORT PROCEDURE
All Warranty claims and material returned to CHK shall be covered
by a Return Material Report.
The Return Material Report is a numbered tag and should be completed
in the following manner
(a) Complete a Return Material Report (Form F100) for each item
being reported.
(b) Insert date
(c) Insert name and complete mailing address of dealer.
(d) Insert the following information:-
(1) Carrier part number
(2) Compressor serial number (if part is a compressor).
(3) Base unit model number, serial number and date installed.
(Original installation date).
Subject: Warranty Procedure
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(4) Date component installed. (Actual date the part being
reported was replaced. It may or may not be the original
installation date of the base unit).
(5) Date component removed. (Actual date the part being
reported was removed).
(e) Check in appropriate box whether material being reported is:-
(1) Standard Product Warranty
(2) Extended Protection Plan
(3) Service Parts Warranty
(Applies when item is a
replacement part).
(4) Out of Warranty Exchange
(5) Field Scrapped
(6) New and Unused
(7) Repair and Return
(f) State reason for return (Give some explanation
if defective).
2-10 SERVICE REPORZ
All 2nd or 3rd compressor claim on RAC unit must be filed in the
usual RM Tag together with a Service Report consisting of the
following information:-
(a) Electrical voltage supply readings. At least 5 readings
to be taken at 5 minutes interval.
(b) Evaporator coil condition
(c) Condenser coil condition
(d) Filter condition
(e) Area to be cooled by the above unit.
(f) Condenser air circulation. Please also indicate the ambient
condition taken 5 feet from the condenser coil and condenser
coil discharge air temperature. The above readings should be
taken when a new replacement is installed.
(g) Any ducting fitted on the unit, if so, give the size and
length installed on the machine.
Subject: Warranty Procedure
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In case of emergency, dealers may utilise their own stock of
compressor, however, the compressor serial number should be indicated
on the RM Tag so that a proper record can be maintained for further
reference.
2-11 RETURNS TO CHK
All materials return to CHK should be consigned as follows:-
Caricor (HK) Ltd.
2F., 1-7 Shing Chuen Road
Tai Wai, Shatin, N.T.
Hong Kong
(1) All returned material must have CHK Warranty Claim Form
(2) Substantially crate andor pack all material to avoid damage
in shipment.
(3) Ship, prepaid, ocean freight or cheapest way.
(4) Insure marine and other risks.
(5) Mail immediately one complete set of shipping documents:-
Caricor (HK) Ltd.
2F., 1-7 Shing Chuen Road
Tai Wai, Shatin, N.T.
Hong Kong
Shipping documents required as follows:-
By Sea or Air
(1) Original endorsed Bill of Lading
(2) Invoice and packing list
(3) Customs Form No. 3 for shipment from Macau.
2-12 CORRESPONDENCE
Letters to Carrier Concerning
(1) Defective equipment
(2) Credits on return material
(3) Warranties and warranty records
(4) Service training material
(5) Service bulletins
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(10) Service policy
should be addressed to:-
Caricor (HK) Ltd.
2F., 1-7 Shing Chuen Road
Tai Wai, Shatin, N.T.
Hong Kong
and marked for the attention of:-
Service Manager
Full and factual information should be given in the initial advice
and where equipment is involved, complete models and serial number
should be quoted. Photographs if available should be included.
2-12 WARRANTY CLAIMS
All warranty claims must be filed by an authorised Carrier dealer.
Subject: Warranty Procedure
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P R I C I N G
104PRICING POLICY
2-1 GENERAL POLICY
Jnder this policy we set out our position with regard to price
Changes. At this point it should be made clear that all price
?ages issued by CHK are. subject to change without notice.
2-2 EFFECTIVE DATE
The effective date of all price changes is that shown in the bottom
right hand corner as DATE. On the EFFECTIVE DATE the prices shown
will be used from that date on, until a further price change becomes
necessary.
2-3 PRICE HOLD ON ORDERS ALREADY PLACED
CHK will automatically hold the old price for sixty (60) days on
orders in their possession prior to the effective date on any new
price page. Failure to accept delivery on orders under this price
protection clause on due date, our prices billed will be those in
effect at the time of shipment.
2-4 PRICE HOLD ON OUTSTANDING BIDS
Should a dealer have a bid/bids out for equipment affected by the
price increase, CHK can consider to hold the old price for a perio
of thirty (30) days upon receipt of a written application from the
dealer subject to approval by CIC and/or subsidiaries. The
application must give details of the bid including the name of the
prospect and the date the bid was made.
Under special extenuating circumstances CHK can consider holding
a price for an additional thirty (30) days or a total of sixty
(60) days. Again such a request must be in writing and contain
information as requested above.
All requests to hold prices must be made in writing to the
Dealer Marketing Manager.
Subject: Pricing Polic
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D E A L E R
R E S P 0 N S I B I L I T I E S
DEALER RESPONSIBILITIES
1-0 Dealer Responsibilities.
1-1 To actively advertise and promote the sale of the Carrier Products
the dealer is authorised to sell.
1-2 To sell Carrier Products to all potential purchasers and work
diligently to obtain orders in conformity with marketing plans and
policies of CHK.
1-3 To install and service the Carrier Products sold in accordance with
instructions, and specifications supplied by CHK.
1-4 To maintain a suitable place of business, workshops, service
department with repair facilities and mobile transport to the
satisfaction of CHK.
1-5 To maintain adequate service records and make the records or
information therefrom, available to CHK on request.
1-6 To identify the dealer's place of business by conspicuously
displaying the Carrier signs and trade marks- i.e. showrooms,
workshops and on vehicles belonging to the dealer and in
advertisements.
1-7 To act promptly and decisively in matters of complaints from
customers.
1-8 To inform CHK promptly on equipment problems, if any.
1-9 To employ trained personnel and avail such personnel of further
training with CHK.
1-10 To attend and participate in dealers' meetings and seminars
organized by CHK.
1-11 To pass any information which is likely to be of interest, use
benefit to CHK in relation to the marketing of Carrier Products.
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